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MCI-R24i-NRL

INFORMATION

FOR

MCI STUDENTS

Welcome 1,1. the Marine Corps Institute training program. Your interest in
self.improvement and increased professional competence is commendable.

Information is provided below to assist you in completing the course.
Please read this guidance before proceeding with your studies.

1. MATERIALS

Check your course materials. You should have all the materials listed in
the "Course Introduction." In addition you should have an envelope to mail
your review lesson back to MCI for grading unless your review lesson answer
sheet is of the self.mailing type. If your answer sheet is the pre-printed
type, check to see that your name, rank, and social security number are
correct. Check closely, your MCI records are kept on a computer and any
discrepancy in the above information may cause your subsequent activity to go
unrecorded. You may correct the information directly on the answer sheet. If

you did not receive all your materials, notify your training NCO. If you are
not attached to a Marine Corps unit, -equest them through the Hotline (autovon
288-4175 or commercial 2u2-433-4175).

.

2. LESSON SUBMISSION

The self-graded exercises contained in your course are not to be returned
to MCI. Only the completed review lesson answer sheet should be mailed to
MCI. The answer sheet is to be completed and mailed only after you have
finished all of the study units in Lne course booklet. The review lesson has
been designed to prepare you for the final examination.

It is important that you provide the required information at the bottom of
your review lesson answer sheet if it does not have your name and address
printed on it. In courses in which the work i: submitted on blank paper or
printed forms, identify each sheet in the following manner:

DOE, John J. Sgt 332-11-9999
08.4g, Forward Observation
Review tesson
Military or office address
(RUC number, if available)

Submit your review lesson on the answer sheet and/or forms provided.
Complete all blocks and follow the directions on the answer sheet for
mailing. Otherwise, your answer sheet may be delayed or lost. If you have to
interrupt your studies for any reason and find that you cannot complete your
course in one year, you may request a single six month extension by contacting
your training NCO, at least one month prior to your course completion deadline
date. If you are not attached to a Marine Corps unit you may make this
request by letter. Your commanding officer is notified monthly of your status
through the monthly Unit Activity Report. In the event of difficulty, contact
your training NCO or MCI immediately.

1 5
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3. MAIL-TIME DELAY

Presented below are the mail-time delays that you may experience between
the mailing of your review lesson and its return to you.

TURNAROUND MCI PROCESSING TOTAL NUMBER
MAIL TIME TIME DAYS

EAST COAST 761 ---g--- 21
WEST COAST
FPO NEW YORK
FPO SAN FRANCISCO

16 5 21

18 5 23

22 5 27

You may also experience a short delay in receiving your final examination
due to administrative screening required at MCI.

4. GRADING SYSTEM

LESSONS EXAMS

GRADE PERCENT MEANING GRADE PERCENT

A 94-100 EXCELLENT A 94-100
B 86-93 ABOVE AVERAGE B 86-93
C 78-85 AVERAGE C 78-85
D 70-77 BELOW AVERAGE D 65-77
NL BELOW 70 FAILING F BELOW 65

You will receive a percentage grade for your review lesson and for the
final examination. A review lesson which receives a score below 70 is given a
grade of NL (no lesson). It must be resubmitted and PASSED before you will
receive an examination. The grade attained on the final exam is your course
grade, unless you fail your first exam. Those who fail their first exam will
be sent an alternate exam in which the highest grade possible is 65%. Failure
of the alternate will result in failure of the course.

5. FINAL EXAMINATION

ACTIVE DUTY PERSONNEL: When you pass your REVIEW LESSON, your examination
will be mailed automatically to your commanding officer. The administration
of MCI final examinations must be supervised by a commissioned or warrant
officer or a staff NCO.

OTHER PERSONNEL: Your examination may be administered and supervised by
your supervisor.

6. COMPLETION CERTIFICATE

The completion certificate will be mailed to your commandirg officer And
your official records will be updated automatically. For non Marines, your

completion certificate is mailed to your supervisor.

2
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7. RESERVE RETIREMENT CREDITS

Reserve retirement credits are awarded to inactive duty personnel only.
Credits awarded for each course are listed in the "Course Introduction."
Credits are only awarded upon successful completion of the course. Reserve
retirement credits are not awarded for MCI study performed during drill
periods if credits are also awarded for drill attendance.

8. DISENROLLMENT

Only your commanding officer can request your disenrollment from an MI
course. However, an automatic disenrollment occurs if the course is not
completed (including the final exam) by the time you reach the CCD (course
completion deadline) or the ACCD (adjusted course completion deadline) date.
This action will adversely affect the unit's completion rate.

9. ASSISTANCE

Consult your training NCO if you have questions concerning course
content. Should he/she be unable to assist you, MCI is ready to help you
whenever you need it. Please use the Student Course Content Assistance
Request Form (ISD-1) attached to the end of your course booklet or call one of
the AUTOVON telephone numbers listed below for the appropriate course writer
section.

288.

PERSONNEL/ADMINISTRATION
COMMUNICATIONS/ELECTRONICS/AVIATION
NBC/INTELLIGENCE
INFANTRY

ENGINEER/MOTOR TRANSPORT
SUPPLY/FOOD SERVICES/FISCAL
TANKS/ARTILLERY/INFANTRY WEAPONS REPAIR
LOGISTICS/EMBARKATION/MAINTENANCE MANAGEMENT/
ASSAULT AMPHIBIAN VEHICLES

288-3259

288-3604
288-3611
288-2275
288-2285

288-2290

For administrative problems use the UAR or call the MCI HOTLINE: 288-4175.

For commercial phone lines, use area code 202 and prefix 433 instead of

3
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PERSONAL FINANCE

Course Introduction

PERSONAL FINANCE is designed to provide all Marines with the ability to successfully manage their
financial affairs with a minimum of difficulty.

ADMINISTRATIVE INFORMATION

ORDER OP STUDIES

Study Unit Study
Number Hours ,subject Matter,

1 3 Budget Formulation and Financial
Planning

2 4 Financial Organizations, Checking
Accounts, Savings Accounts, and
Direct Deposit

3 3 Credit, Loans, and Large Purchases
4 4 The Leave and Earnings Statement

(LES)
2 REVIEW LESSON
2 FINAL EXAMINATION

II

RESERVE RETIREMENT
CREDITS 8

EXAMINATION:

MATERIALS:

RETURN OF MATERIALS;

Supervised final examination without test or notes; time limit, 2
hours.

MCI 34.20b, Personal Finance
Review lesson answer sheet

Students who successfully complete this course are permitted to keep
the course materials.

Students &unrolled for Inactivity or at the request of their
commanding officer will return all course materials.

HOW TO TAKE THIS COURSE

This course contains four study units. Each study unit begins with a general objective which is a
statement of what you should learn from that study unit. The study units are divided into numbered work
units, each presenting one or more specific objectives. Read the objective(*) and then the work unit text. At
the end of the work unit text are study questions which you should be able to answer without referring to the
text of the work unit. After answering the questions, check your answers against the correct ones listed at the
end of the study unit. If you miss any of the questions, you should restudy the text of the work uni* until you
understand the correct response. When you have mastered one study unit, move on to the next. After you
have completed all study units, complete the review lesson and take it to your training officer or NCO for
mailing to MCI. MCI will mail the final examination to your training officer or NCO when you pass the review
lesson.

i
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MARINE CORPS INSTITUTE

Welcome to the Marine Corps
Institute correspondence training pro-
gram. By enrolling in this course, you
have shown a desire to improve the
skills you need for effective job perfor-
mance, and MCI has provided materials
to help you achieve your. goal. Not% all
you need is to develop your on method
for using these materials to best advan-
tage.

The follow leg guidelines present
a four-part approach to completing your
MCI course successfully:

1. Ninke a "reconnaissance" of
your malerials;

2. Plan your study time and choose
a good study em ironment:

3. Study thoroughly and system-
attcally:

4. Prepare for the final Nam.

I. MAKE A -RECONNAISSAXCE" 01:
Yout wirEiti

Begin with a look at the course
introduction p:ge, Rend the COURSE
INTBOIA f 'i'I(1Y to get the "big picture"
of the course. Theo read the MATERIALS
section near the bottom of the page In
find nut which tet(s) and study aids you
should have received with the vOill'Se.
If any of the "Well materials are mks.
ing, see Infoi:matioti rue WI Students
to find out how to get them, If yon hat e
everything that is listed, you are ready
to "recontioiter" your (:011180.

Head through the table(s) of Lon-
tents or your le% t(S). \OW t818' reritnts
Rid/jet-IS 1.(W('1411 ill the Clitirse awl the
order h the y art taught, 1.tar
fl rit:wit the tetisl it look :it the illus.

..;
8 :

D
E

Wagons. Read a few work unit ques-
tions to get an idea of the types that are
asked. If MCI provides other study
aids, such as a slide rule or a plotting
board, familiarize yourself with them,
Vow, get down to specifics!

II. MAN YOUR STUDY TIME AND
CDOOS A GOOD STUDY ENVIRON-
MENT

from looking over the course
materials, you should hare some Plea
of hots much study you will need to com-
plete this course, Hut "some idea" is
not enough. You need to work up a
personal study plan: thr following steps
11110181c1 give you some hell.

9
t

A Get a calendar and mark those
dayTartu IP he ttet'k when you have lime
free far study, Two study periods per
week, etieh lasting I to 3 hours, See
Suggsted for completing the minimum
two study units required each month by
MCI, Or course, work and Whet'
sLhighiles are tint the Same for etteeynne.
The important thing is that you schedule
a regular tithe ror study on the same
days or each tt e'e'l,.

0 Itead the r_ttileSe illlorlsettSt
page again. The section marked 01i1)1:.11
01: STI tells you the number or
moth Heins its the LT*111144* and the 111)1u m-
initite numher of study hours ,eou will
need to complete each study HMI. flub
these study_hours your schedule
ror ealliple. if cott aet aside two 2 -hour
stotdt peeitslA etleli wek and the ONIWIt
r,i' s.rt Dirs. vslitunies 2 study hours for
utter 'lt's+1 :4111r1 111111, tout torthl easily

lidhle rmiplete ritS8 Sttlely
IMO In 1,11e euidr peritul. (hi tour cairn-
dar ton would mark "Study Unit I" on the

0 BEST COPY AVAILABLE
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appropriate day. Suppose that the
second study unit of your course re
quires 3 study hours, In that case, you
would divide the study unit in half and
work on each half during a separate
study period. You would mark your
calendar accordingly. Indicate on your
calendar exactly when you plan to work
on each study unit for the entire course.
Do not forget to schedule one or two
study periods to prepare for the final
exam.

0 Stick to your schedt ;e,

Besides planning your study
time, you should also choose a study
envirournent that is right for you. Most
people need a quiet place for study, like
a library or a reading lounge: other
people study better where there is back-
ground music: still others prefer to study
out-of-doors. You must choose .(311t-
study environment carefully so that it
fits your individual steeds.

Ill. STI'DY THOROMILY ANI)
SYSTEMATICALLY

At med with a workable schedule
and situated in a good study environment
you are now ready to attack your course
study unit by study unit, To begin, turn
to the first page of study unit I, On this
page you will find the study unit objective,
a statement of what you should be able to
do after completing the study unit,

Do vrr begin by reading the
work unit questions and flipping through
tht text for answers. If you do so,
.V0 11 11 ill prepare to fail, not pass, the
final exam, Instead, proceed as fol-
lows:

0 Read the objective tot' the
firs: work unit and then read the work
unit test carefully, Make 1101C8 on
the ideas you feel are important.

0 Without referring to the tt,
answer the questions at the end of the
work unit.

CCheck your anew PI'S against
the correct ones listed at the end cif
the studs. unit.

Py
II' you miss any of the questions,

testu the work unit until you understand
the cnrreet response.

0 Go
through

, to the ne t work unit and re-
peat steps until you have com-
pleted all the work units In the study unit,

vi

rollow the same procedure for each
study unit of the course, If you have
problems with the text or work unit questions
that you cannot solve on your own, ask
your section OIC or SCOW for help, If
he cannot aid you, request assistance from
MCI on the Student Course Content Assis-
tance Request included with this course.

When you have finished all the study
units, complete the course review lesson,
Try to answer each question without t .^ aid of
reference materials, However, if y.ss do not
know an answer, look it up, When you have
finished the lesson, take it to your training
officer or NCO for mailing to MCI. MCI
will grade it and send yOu a feedback sheet
listing course references for any questions
that you miss.

IV, PREPARE FOR THE VINAI. EXAM

Roo I/0 you prepare for the final
txam'' 170*.low these four steps:

0 Ryiea each study unit objective
as a summary of w hat was taught in the
course,

°Reread all portions or the text
that you timid particularly difficult.

© Hi'im all the work unit questions,
paying SMChli ;111411110O to those you missed
the first tutu around.

0 Study Mc course review
lesson, paying particular attention
to the questions you missed.

if you follow tht se simple
steps, you should do A.ell on the
final. (10013 1.1:CKI

11 BEST COPY AVAILABLE
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STUDY UNIT 1

BUDGET FORMULATION AND FINANCIAL PLANNING

STUDY UNIT OBJECTIVE: UPON SUCCESSFUL COMPLETION OF THIS STUDY
UNIT, YOU WILL BE ABLE TO IDENTIFY THE 'THREE BASIC ELEMENTS OF A
BUDGET, WHAT MUST BE CONSIDERED AND ACCOMPLISHED IN BUDGET
PREPARATION, AND HOW TO COMPUTE A BUDGET. YOU WILL BE ABLE TO
LIST TWO STEPS TO BE TAKEN PRIOR TO REQUESTING AN ADVANCE PAY
FOR A PCS MOVE AND TO IDENTIFY HOW MUCH ADVANCE PAY TO
REQUEST. YOU WILL ALSO BE ABLE TO IDENTIFY THE RATIO OF MATCHING
FUNDS UNDER VEAP FOR EDUCATIONAL ASSISTANCE AND WHICH
EDUCATIONAL ASSISTANCE PROGRAM YOU ARE COVERED UNDER. YOU
WILL BE ABLE TO IDENTIFY INSURANCE REQUIREMENTS FOR SINGLE
MARINES AND WILL BECOME FAMILIAR WITH ADDITIONAL INSURANCE
PROGRAMS.

A budget can be defined as a plan or schedule to: allocating known income to meet the obligations of
known or estimated expenses. Briefly stated, a budget is a plan to fiend and if properly prepared and
maintained, can be referred to as a plan for sound financial management.

Section I. THE BUDGET

Work Unit 1-1. ELEMENTS OF A BUDGET

IDENTIFY THE THREE BASIC ELEMENTS OF A BUDGET.

The three basic elements of a budget are net income (take-home pay,) fixed ex ens and Me
expenses. Sources of net income include your monaTy Marine Corps take-home pay, o amounts
you on the midmonth and end-of-month paydays,) and other income (net pay from a part-time job, net pay
earned by your .lei.:use, K employed, interest earned from savings accounts, etc.). Expenses are categorised as
either fixed or variable expenses. Fixed expenses are those which are the same or almost the same every
:month, and variable expenses are those which vary from month to month. Examples of fixed expenses are rent
or mortgage payments, car payments, installment payments on large purchases, utilities, and insurance
Premiums. Examples of satiable expenses are food, clothing, automobile expenses (gas and oil), entertainment,
necessities, and unforseen expenses (emergencies, major home or auto repair, etc). One other expense which
may be variable in nature and should definitely be considered as an expense is savings. You should allot a
portion of your monthly income towards savings. If this is not possible at present, perhaps a benefit of this
course will be the ability to menage your finances so that you can implement a savings program in the future.

It is important to note that your net income will be used for budget preparation in this Cane as opposed
to your gross income (total pay before any deductions have been made). This is because your net income is the
amount you actually have available to meet payment of your obligations. Also, you should not attempt to
prepare a ' let based on antic' ted Income, but only on an bloom 3 you are sure of. For instance, a standard
of living on addition ncome tom a temporary part-time job would be difficult to lower when that
income no longer exists. For this reason, and due to the rapid changes in todars economy, your budget must
be reviewed and updated frequently, possibly every 3 months, in order to be properly maintained and effective.

EXERCISE: Answer the following questions and cheek your responses against those listed at the and of
this study unit.

1. Briefly stated, a budget is a plan to

a. save. c. reduce debts.
b. spend. d. earn money.

2. What are the three basic elements of a budget?

a. Gross income, take-home pay, and known expenses
b. Gross income, fixed expenses, and variable expenses
c. Gross expenses, fixed income, and variable expenses
d. Net income, fixed expenses, and variable expenses

1-1
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3. Expenses such as rent or mortgage payments, ear payments, utilities, and insurance premiurs are
examples of what type of expenses?

4. In budget preparation, the amount of money you actually have available to meet payment of your

obligations is known es your

Work Unit 1-2. BUDGET PREPARATION

IDENTIFY WHAT MUST BE ACCOMPLISHED OK CONSIDERED IN BUDGET
PREPARATION.

STATE WHAT THE KEY TO PROPER BUDGETING IS.

The first step in preparing a budget is to keep an aecurate record of your income and expenses for a short
period of time, but for at least 2 consecutive months. Ineomt, may be recorded as it b received or grouped

into a total net monthly income. Expenses should be categorized al either fixed or variable, as shown in figure
I-1, and reeMed or, the basis in which they fall due. The categories listed in figure 1-1 are provided only as
an example. Each individual met deeide for himself what categories should be used in his personal budget.
Most fixed expenses fall due on a monthly basis, and most variable expenses fall due on a weekly or daily basis.
When keeping a record of your expense, do not try to account for every dollar met. A certain amount of
money will always be unaccounted for. Likewise, dc not record numerous miscellaneous expenses under a

"catch-all" category. It is amazing how quickly these expenses can add up into a sizeable amount. Expanses
which fall into a miscellaneous status should be clearly iden:tfied and categorized under "other" expenses.

Otherwise, a true picture of how money was spent on these expenses will not be presented.
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Monthly
or

RECORD OF EXPENSES 1st week 2d week 3d week, 4th week

FIXED EXPENSES

Rent or mortgage payment 400

Utilities:
Gas bill 3 34

$

- -
101Electric bill f- - -

19Water bill - -
Telephone bill

Other (identify) -
$

- -
160Automobile payment

Furniture or appliance
payment 32

Insurance premiums 32

Other (identify and
list separately) .# I1I

VARIABLE EXPENSES

Food $ 75 48 43 39

Automobile expenses * 21 30 21 29

Clothing 3 49 12 21 16

Necessities (cosmetics,
laundry, barber, etc.) 3 38 12 37 23

Entertainment $ 16 8 11 13
Savings $ - 90 - 8U

Other (identify and
list separately} f* -- - -

Total
spent for

month

$ 400

$ 32,

$ 32,

Fig 1-1. Record of expenses.

You should give ftrther consideration regarding fixed and variable expenses, since those recorded for a
2-month period probably do not represent all of your expenses. Other expenses may be due on a quarterly,
semiannual, or annual basis as opposed to monthly. Also, you may encounter emergency expenses, such as
home repairs, automobile repairs, emergency leave, etc. Therefore, the key to proper budgeting is to keep
complete and accurate records which take all known and foreseeable expenses into consideration.

One final note concerning budget preparation is that allotment deductions should not be listed as an
expense in a budget format. If you do have allotments deducted from your Mnrine Corps pay, you should show
them as footnotes to remind yourself that part of your monthly income is being spent as a means to help
support dependents, to pay insurance premiums or loan installments, for savings or the purchase of savings
bonds, or for whatever purpose the allotment is intended.

1-3
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EXERCISE: Answer the following question': and cheek your response against those listed at the end of
this study unit.

1. In budget preparation, miscellaneous expenses should be placed in what category?

a. A "catch all" category
b. The category they most closely resemble
e. An "other" expenses category and clearly defined
d. Asa footnote to remind you of what was spent

2. When first beginning budget preparation, a record of fixed and variable expenses should be kept

a. on a quarterly basis. c. on a weekly basis for one month.
b. on a semiannual basis. d. for at least 2 consecutive months.

3. The key to proper budgeting is

Work Unit 1-3. BUDGET COMPUTATION

COMPUTE A BUDGET.

Various methods of approach exist with regard tc budget computation. One of the most effective, and the
one which will be presented here, is to establish a certain percentage of your net income to be applied toward
each expense or obligation you have or will incur. One of the most difficult facets of this or any budget
computation is in determining what percent of your income should be applied to each expense category. There
are no set percentages. You must determine your own and adjust them as necessary. However, percentages to
be applied towards fixed expenses should not change as much or as often as those applied toward variable
expenses. Ohre you Tvill always know how much your rent or mortgage payment, Insurance payment, or
automobile or other large purchase payment will be, you can establish a set percentage by dividing the amount
Of the fixed expense by your monthly net income.

For example, assume that your monthly net income is $1688, and your monthly rent payment is 6480. You
can determine that 25 percent must be allotted for the fixed rent expense, computed as follows:

Divide the expense ($400) by the monthly net income ($16019

8.25 fa 25/100, or 25%
$1680ria=

320 0MD
8600

As another example, suppose you purchased furniture on a time payment plan and your monthly payment is
$32. The percentage of your monthly net income for this expense would be 2 percent, computed as follows:

Divide the expense ($32) by the monthly net income (81600

.82 x 2/188, or 2%
$1604ITZTO

32 08

By first establishing a certain percentage of your income to be applied toward fixed expenses, you eon
determine how much of your monthly net income will be left to apply towards variable expenses. For instance,
if you have determined that 68 percent of your monthly net income must be applied toward fixed expenses,
then the remainder of your monthly net income, 41 percent, is available to spend toward variable expenses.

1-4
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To compute what percentage of ycur monthly net income is to be applied toward variable expenses,
multiplication is used instead of division. Simply multiply your monthly net income by the estimated
percentage rate. The percentage rate must first be changed to a decimal by placing a decimal point to the
left of the rate, i.e., 18 percent would be .18, 30 percent would be .30, 4 percent would be .04, 9 percent would
be .09, etc. For example, 'gain assume that your monthly net income is $1800, and you estimate that 15
percent of your net income should be allotted for the purchase of food and groceries each month. This would
result in a monthly budget expenditure of $240, computed as follows:

Multiply the monthly net income ($1800) by the estimated
percentage (.is)

$1600.00
X .15

800000
160000

$240.0000 s. $240.00

Or, suppose that you establish an estimate of ? percent of your monthly net income for necessities. The result
would be that you have budgeted $112 for that expense category, computed as follows:

Multiply the monthly net income ($1600) by the estimated
percentage (.0?)

$1600.00
X .0?

112.0000 = $112.00

When considering which expenses should be categorized as fixed or variable, it should be noted that
although your utility bills will vary from month to month (depending on usage), the percentage allotted for
their payment should remain close to the same. Also, depending on the area where you live, it may be possible
to have certain utility companies establish en estimated monthly bill, which will be the same amount
regardless of usage. In this event, expenses for utilities would vary only once or twice a year, or however
often the utility company makes required adjustments.

After determining what percentage of your monthly net income should be allotted for each expense
category, record the percentages and the amount budgeted in a format similar to that shown in figure 1-2.
Then, record the amounts actually spent to- each category as itemized on the record of expenses shown in
figure 1-1. Next, compute and record the difference in the amount budgeted and actually spent in the column
entitled "Balance Remaining (+) or Overspent (-)." If the amount spent 1s len than the amount budgeted,
record a plus sign (+) in front of the figure, indicating that you spent less than the amount budgeted If the
amount spent exceeds the amount budgeted, record a minus sign (-), Mating that you spent more than the
amount budgetTeWally, total each column on the record. To verify that you have accurately computed the
record, follow these rules:

The percentage budgeted column must total 100 percent.

The amount budgeted column must equal the amount of your monthly net income.

When a balance remaining (1) amount exists, that total and the total amount spent must equal the
total amount budgeted (An example of this is shown in figure 1-2. The balance remaining ($+89) when added
to the amount spent ($1531) equals the total amount budgeted ($1800).)

When a balance overspent (-) amount exists, that total and the total amount budgeted must equal the
total amount spent. For example, an amount overspent (-) of $-69, when added to an amount budgeted of
$1600, would mean that the total amount spent would have to be $1689.

1-5
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Expense
Cate or

Percentage
Budgeted

Amount
Budgeted

Amount
l ie t

Housing and utilities 35% $ 560 574

Automobile payment 10% $ 160, 160

Furn iture payment 2% $ 32 32

Insurance premiums 2% 32 32

Food $ 240 205

Automobile expenses 8% $ 128, 101

Clothing 5% 80 98

Necessities 7% $ 112 100

Entertainment 4% 1_111 48

1 160Savings 1160
Other (identify and

list separately) 2% $ 31 21

Totals: 100% 1600 1531

Balance Balance
Remaining (4) Overspent (-)

+101 1) -32

Difference in balance remaining and $ +101
balance overspent -32
for the month

Fig 1-2. Record of budget percentage estimates and amounts spent.

After computing, recording, and verifying your figures, you can now analyze your financial situation.' Are
you spending too much money on clothing or entertainment? Are your automobile expenses too high? Are
your percentage estimates in line with whet was actually spent? As you can easily see where you have
overspent or overbudgeted, it will now be obvious to you which areas within your budget require adjustment or
remedial action.

As a final step in budget computation, a monthly budget summary should be prepared similar to that
shown In figure 1-3. This will provide a convenient summation of your total income and expenses on a
continuing monthly basis and will serve to determine whether or not you are staying within the budget you
have eatablished. If your monthly expenses greatly exceed your net monthly income, immediate action must
be taken to remedy the problem. Bear in mind that you must begin to exercise extreme caution in your
current spending. Obviously, you cannot easily reduce your fixed expenses, so you must attempt to reduce the
amount spent for variable expenses. You may need to obtain a temporary part-time job if not already working
one. Another possiblity would be to obtain a consolidation loan to repay or reduce some of your fixed
expenses, but this should be done as a last resort and not considered until all other alternatives are evaluated
and eliminated.

On the other hand, if you determine that you are within your budget and have income in excess of your
expenses, it would be wise to increase the percentage of your income allotted for savings. This is assuming
that the additional income can be applied toward savings on a regular basis. Otherwise, the additional income
should be deposited to savings as it occurs. The temptation to spend the extra money as a "reward" for staying
within your budget will be great, but must be avoided.

1-6
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4/

MONTHLY BUDGET SUMMARY - FEB 1981

NET MONTHLY INCOME

Your take-home pay $ 1200

Other income (interest earned, take-home
Pay from part-time job) 1Z.

Spouse% take-homn pay $ 400
Total net monthly ineoma $ 1899

MONTHLY EXPENSES

FIXED EXPENSES

$ 400Rent or home mortgage payment

Automobile payment Lat
Furniture payment $ 32

Utilities (electric, gas, telephone) $ 174

Insurance premium $ 32

Other ( identify and
list separately) 1--Z.

VARIABLE EXPENSES

Food $ 205

Auto expense (gasoline, etc.) $ 101

Clothing $ 98

Necessities $ 199

Entertainment $ 48

Savings $ 189
Other (identify and

list separately) 1_11
Total monthly expenses $ 1531

Winne* remaining (+) or overspent (-)

(Subtract the total monthly expenses

from the total net monthly income)

Fig 1-3. Monthly budget summary.

1-7
18
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EXERCISE: The following record reveals a Marine's expenses on a monthly and weekly basis. Add and
record the total of each expense in the column entitled "Total spent for month." After
completion, also fill out the next two forms. Upon completion of the entire exercise, verify
your work with the completed forms at the end of this study unit.

Monthly Total
or spent for

RECORD OP EXPENSES 1st week 2: week 3d week 4th week month

FIXED EXPENSES

, Rent or mortgage pryment

Utilities:
Gas bill

Electric bill
Water bill

Telephone bill

Child Care

Automobile payment

Furniture or appliance
payments

Insurance premiums

VARIABLE EXPENSES

Food

Automobile expenses

Clothing

Necessities (cosmetics,
laundry. barber, etc./

Entertainment

Savings

Other: Birthday present

Postage stamps

Book Club

80=1

1,110
11)(1
822.00,

MALI
$25.00

1.1(10

5330.00

24.00

102.00

8.00
...1Mew

11L011

140.004110.
98.00I
28.00=b
28.00

41.00 84.00 58.00

12.00 22.00 18.00

23.00 16.00 18.00

20.00 24.00 31.00

18.00 28.00

33.00 =b
1110

3.00
IMMI1

1-8
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Assuming that your monthly income is $900 am! your spouse% is $500, complete the next form usisig the
following steps:

1. Change the percentages budgeted to decimal figures. For example, the housing expense budgeted at
20 percent would be .29; utilities budgeted at 9 percent would be .99, eto.

2. Multiply the monthly net income ($1400) by the decimal equivalent of the percentage budgeted for
each expense category. Record your answers in the "Amount Budgeted" column.

3. Using the amounts oomputed on the record of expenses from the previous page, record the total
amount spent for each category in the column entitled "Amount Spent."

4. Next, figure the difference between the amount budgeted and the amount spent for each expense
category. Record your answers in the column entitled "Bal. remaining (+) or overspent (-)." Remember to
indicate whet the difference represents, either a plus (+) or a minus (-) figure. An amount spent which is
less than the amount budgeted results in a plus (+) figure. An amount spent which is more then the
amount budgeted results in a minus (-) figure.

5. Total and record the "Amount Spent" and "Bel. remaining (+) or overspent (-)" columns. After
completion, go on to the next phase of this exercise.

Expense Percentage
Category Budgeted

Housing 25%

Utilities (Gas, Electric, etc.) 10%

Automobile payment 7%

Furniture payment 2%

Insurance premiums 2%

Child care 10%

Food 15%

Automobile expenses 6%

Clothing 6%

Necessities 8%

Entertainment 4%

Savings 5%

Others (Book club, Birthday
present and Postage stamps) 296

lbtalss

Amount
Mead

411MO.M..

100% $1400.00

Difference in balance remaining and
balance overspent
for the month

Amount
rot

L.--

Balanc
Remaining

e
(+)

L

....

Balance
Overspent (-)

P--.

ilillilImk.

.011 41111,

.011

4,.....
11 4,im . .11111411
m=1=

#=1. 1 $

On the monthly budget summary which follows, record and total the net monthly income aid monthly
expenses (as obtained frnm the two previous phases of this exercise), and compute the difference. To verify
that the summary has been prepared correctly, compare the balance remaining (+) or overspent (-) figure at
the bottom of the summery with the balance remaining (+) or overspent (-) column total from 'he previous
form. The figures must agree.

L-9
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MONTHLY BUDGET SUMMARY - JUNE 1981

NET MONTHLY INCOME

Your take-home pay

Other income (interest earned, take-home
pay from part-time job)

Spouse's take-home pay

Total net monthly income

MONTHLY EXPENSES

FIXED EXPENSES

Rent or home mortgage payment

Automobile payment

Furniture payment

Utilities (electric, gas, telepl.one)

Insurance premium

Other: child care

book club

VARIABLE EXPENSES

Food

Auto expense (gasoline, etc.)

Clothing

Necessities

Entertainment

Savings .

Other: birthday present

postage stamps

Total monthly expenses

Balance remaining (+) or overspent (-)

(Subtract the total moitthi9 expenses
from the total net monthly income)

$

S 'tics II. FINANCIAL PLANNING

Work Unit 1-4. FINANCIAL PLANNING

LIST THE TWO STEPS YOU SHOULD TAKE BEFORE REQUESTING ADVANCE PAY FOR A
PCS MOVE AND HOW MUCH ADVANCE PAY SHOULD BE REQUESTED.

IDENTIFY THE RATIO OF FUNDS PROVIDED BY THE VETERANS ADMINISTRATION FOR
EDUCATIONAL ASSISTANCE AND WHICH PROGRAM YOU ARE COVERED UNDER FOR
EDUCATIONAL ASSISTANCE.

IDENTIFY INSURANCE REQUIREMENTS FOR SINGLE MARINES.
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Common occurrences which will affect even the most carefully planned and maintained budget are
permanent change of station (PCS moves or temporary additional duty (TAD) orders. Most Marines will be
subject to one or more PCS moves or sets of TAD orders during the term of an enlistment. However, sound
financial planning will greatly assist when either occurs.

Numerous expenses out of the ordinary will develop during a permanent change of duty station. There will
be costs incurred for transporting your dependents from the old to the new duty station. Other costs may be
incurred if you choose to take leave en route to the new duty station. If you are being transferred to en area
where dependents are restricted from accompanying you, it is possible that you will want to or be required to
move your dependents to another location, away from the old duty station, incurring even more expenses.
Some duty stations do not have base housing, and the Marine and his family must reside in housing which must
be either rented or purchased. There will be expenses at the old duty station, such as packing and moving,
repair or cleanup of the premises being vacated, delayed return of your security deposit and utility deposits if
you had these at the old 'tenon, expenses and powible problems selling your home at the old duty station if
you owned property there, an interruption in your spouse's income, etc. There will also be additional expenses
at the new duty station, such as new security and utility leposits, possibly the need for new appliances or
furnishings, the purchase of lawn and garden equipment, etc.

Some of the Hama mentioned above are coats which you may eventually be reimbursed for (such as
transportation and dislocation allowance), and some are costs for which you will not be reimbursed. Often, a
Marine requests an advance payment to cover these extra expenses.

The option of receiving an advance payment when making a permanent change of station move is available
to most Marines. However, when you take an advance payment, a portion of the repayment is deducted each
payday until the total amount has been repaid. Your total income may be . ass (no income from spouse's
employment, higher living costs at the new station, etc.) and your military pay will be less because of
deductions for repayment of the advance pay.

There are two steps which you should take in preparation for a PCS move prior to requesting an advance
pay. First, reduce your spending for variable expenses. By keeping variable expenses as low as possible, you
should be able to increase your savings and utilise the money saved for the new expenses you will incur.
Second, prepare a new budget which will take into consideration the new expenses you will incur. The budget
should cover a period of at least through the second month at the new duty station. Also, take into
consideration the possible kes of income if your spouse will not start working right away at the new duty
station. Identify the anticipated differences in fixed and variable expenses at the new duty station. Will rent
and utilities be higher or lower? Will you be driving further to work each day? Will new clothing be required
due to a climate change?

After preparing the new budget, you will be able to determine whether or not you will need to receive an
advance pay. If an advance pay is required, drew only the amount you think ru will actually need, as opposed
to receiving the maximum amount allowed. In the long run, it may even be better to use part of your savings
for the new expenses you will incur. Bear in mind that you do not want to deplete your savings; only use
savings if you will still have a healthy reserve.

A permanent change of station move does not have to be a financial disaster to you and your family. '!lake
advantage of the fact that you usually have advance notice of a PCS move, plan soundly, and no hardship
should occur.

The same applies when a Marine Is subject to TAD orders, which involves a jouney of varying length away
from and back to the permanent duty station. Whether married or single, additional expenses are sure to arise
when going TAD. But again, advance .lotice of TAD orders is usually given, and sound financial planning will
ensure that only minimum budget adjustments have to be made.

22
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Savings, education costs, and life insurance are other important facets of financial planning. Savings,
however, is so important and so broad an area, it wilt be covered in the next study unit within this course.
With regard to education, your financial plans should include a provision for education cost3, whether you are a
career Marine or planning to resume civilian life when your enlistment ends. Marines are encouraged to enroll
in evening college courses and to contact their education officer concerning courses that may be given on site
during normal duty hours.

You should also be familiar with the educational assistance programs for veterans: the G.I. Bill and the
Veterans Educational Assistance Program (VEAP). Most Marines have probably heard of the G.I. BBL wherein
the V' terms Administration (VA) pays tuition costs and some living costs for veterans who are enrolled in a
qualified college or training school and maintain a successful academic grade. The 0.1. Bill, which covers
Marines that enlisted on 31 December 1976 or earlier, will be terminated on 31 December 1989, and all
benefits must be used by that date.

Marines enlisting after 31 December 1976 are not covered under the G.I. BM. However, the
Post-Vietnam Era Veterans' Assistance Act of 1977 established a new VA contributory educational assistance
program. Personnel who initially enter the military services after 31 December 1,76 have the right to
proticipate in this plan. This plan involves the VA matching a service member's contributions to an
educatioaal fund on a 2-for-1 basis arod is referred to as the Veterans Educational Assistance Program (VEAP).

Detailed information concerning the (1.I. Bill and VEAP can be obtained from your education officer.

Sound financial planning must also include consideration of life insurance. Each Marine owes it to himself
and to his family to have an adequate life insurance program. The insurance coverage offered by Servicemen's
Group Life Insurance (SGLI) is often sufficient for the single Marine, yet Marines with families need maximum
protection at a minimum cost. This should include coverage for your spouse and, if applicable, your children.
Many insurance companies offer a "family life coverage" policy which has add-on life insvance coverage for
the spouse and family of the main person insured, often at extremely reasonable prices for the amount of
coverage provided.

Further, if you depend on additional income from a spouse who also works, it may be wile to carry a
"hospital cash insurance plan" which pays a set amount of cash for each day of hospitalization. This would
greatly assist in recovering from a temporary loss of income if a working spouse must be hospitalized. The
important thing to remember about any type of insurance is to shop for rates before buying a policy, as rates
will vary widely between insurance companies. You may also request advice from your insurance officer or
legal assistance officer if you are in doubt about what insurance you should carry.

one other thing you should consider is starting an insurance allotment from your Marine Corps pay. This
is the easiest way to make monthly payments for insurance premiums. You need not worry about mailing your
payment or making sure it is sent on time, since the premium is automatically deducted from your pay.

EXERCISE: Answer the following questions and check your responses against those listed at the end of
this study unit.

1. Two steps which should be taken prior to requesting an advance pay for an impending PCS move are:

a.

b.

2. If you request an advance pay in conjunction with a PCS move, you should draw

a. the maximum amount allowed.
b. only as much as is needed.
c. enough to make security and utility deposits at the new duty station.
d. enough to transport your dependents to the new duty station.

3. In financial planning for a PCS move, one advantage is the fact that you usually have..
4. Under the Veterans Educational Assistance Program (VEAP), the Veterans Administration will match

a service member's contribution toward an education fund on a

a. 1-for-1 basis. c. 3-for-1 basis.
b. 2-for-1 basis. d. 4-for-1 basis.

1-12
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5. Mounting that you enlisted in the Marine Carps on 1 January 1977, you can obtain educational
assistance through

a. VEAP.
b. the G.I. Bill.
e. VEAP and the 0.1. Bill.

6. Serviceman's Group Lite Insurance (SOLO K usually sufficient coverage for

a. married Marines. e. single Marines.
married Marines with families. d. married Marines with a spouse who also works.

SUhU USV11IW

In this study unit, you learned that the three basic elements of a budget are net income, fixed expenses,
and variable expenses. You learned what mist be accomplished or considered in budget preparation, and how
to compute a budget by applying a percentage of your income to aU of your expenses. You learned that you
should begin to reduce spending for variable expenses and to prepare a new budget In preparation for a PCS
move. You learned that you should only draw as much advance pay as is needed for a PCS move, as opposed to
the maximum amount allowed. You learned that under the Veterans Educational Assistance Program, YOU can
receive matching funds on a 2-to-1 ratio, and which educational Resistance program you are eligible for. You
also learned what insurance requirements are recommended for Marines, and that Servicemen's Group Life
Insurance is usually sufficient coverage for single Marines.

Answers to Study Unit #1 Enrolees

Work Unit 1-1.

1. b.
2. d.
3. fixed expenses.
4. net income.

Work Unit 1-2.

1. c.
2. d.
3. The key to proper budgeting is to keep complete and accurate records which take into consideration

all known and forseeable expenses.

1-13
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Work Unit 1-3.

Monthly Total
or spent for

RECORD OF EXPENSES lst week 2d week 3d week 4th week month

FIXED EXPENSES

Rent or mortgage payment

Utilities:

Gas bill

Electric all
Water bill

Telephone bill

Child care

Automobile payment

Furniture or appliance
payment

Insurance premiums

VARIABLF EXPENSES

Food

Automobile expenses

Clothing

Necessities (cosmetics,
laundry, barber, etc.)

Entertainment
Savings

Other: Birthday present
Postage stamps

Book Club

$52.00

$20.00,

$22.00,

$18.00,

$26.00,

$10.00

$ 6.00,

$350.,00

24.00- -
102.00

M.1=. 8.00-
14.00_ _

MM.IMMI 140.00anmMflmOr

08.00Onm0.=. MMIM

28.00

28. 00

68.0041.00 84.00

12.00 22.00 15. 00,

26.00 18.00 18.00

20.00 24.00 31.00

28.0018.00 23.00
35. 00 35. 00

3.00

8350.00

$ 24.00
$102.00,

Lila
814.00,
$140.00

$ 98.00

$ 28.00,

$ 28.00

$215.00

70.00

$ 81.00

$ 93.00
$ 99.00,

$ 70.00

$ 18.00
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Expense
Category,

Percentage Amount Amount Balance Balance
Budgeted Budgeted nt Remaining (+) Overspent (4

L_A1-_
- 8.00

-0-
-0-
-0-
-0-

- 5.00
-0-
-6-.

- 9.00

.0-

-0-

Housing 25% 060.00 3360.00 $ -0-
Utilities 1096 140.00 149.00 -0-
Automobile payment 7% 98.00 98.00 -0-
Furniture payment 2% 28.00 28.00 -0-
Insurance premiums 2% 28.00 28.00 -0-
Child care 10% 140.00 140.00 -0-
Food 15% 210.00 215.00 -0:
Automobile expenses 8% 84.00 70.00 +14.00

Clothing 896 84.00 81.00 + 3.00
Necessities 8%

..._.
84.00 9300 -0-

Entertainment 4% 58.00 92.00

Savings 5% 70.00 70.00 -0-
Other 2% 28.00 18.00 +10.00

Totals: 100% 91400.00 0 1431.00 8 + 27.60

Difference in balance remaining and
balance overspent
for the month

8- 58.00

9+27.00
-58.00

6-51.80



www.manaraa.com

t

MONTHLY BUDOBT SUMMARY - JUNE 1981

NET MONTHLY INCOME

Your take-home pay $ 900.00

f'ther Wow: (interest earned, take-home
pay from part-time job) -0-

Spouse's take-home pay 500.00

Total net monthly income 61400.00

MONTHLY EXPENSES,

FIXED EXPENSES

Rent or home mortgage payment 119.00
Automobile payment 98.00

Furniture payment 28.00

Utilities (electric, gas, telephone, water) 148.00

Insurance premium 28.00

Child care 140.00

VARIABLE EXPENSES

Food $ 215.00

Automobile expense (gasoline, etc.) 70.00

Clothing 81.09

Necessities 93.00

Entertainment _&IA
Savings 70.00

Other: Birthday present 10.00

Postage stamps 3.00

Book Club 3.00

Total monthly expenses 81431.00,

Balance remaining (+) or overspent (4

(Subtract the total monthly expenses
from the total net monthly income) 6 -31.00

Work Unit 1-4.

1. a. Reduce spending for variable expenses.
b. Prepare a new budget which will take into consideration the new expenses you will incur.

2. b.
3. advance notice of a 1-08 move.
4. b.
5. a.
8. e.
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STUDY UNIT 2

FINANCIAL ORG ANIZATION Sp CH ECKING ACCOUNTS,
SAVINGS ACCOUNTS, AND DIRECT DEPOSIT

STUDY UNIT OBJECTIVE, UPON SUCCESSFUL COMPLETION OF THIS STUDY
UNIT, YOU WILL BE ABLE TO IDENTIFY AT LEAST THREE SERVICES OFFERED
BY FINANCIAL ORGANIZATIONS. YOU WILL BE ABLE TO STATE THE MOST
IMPORTANT REASON FOR HAVING A CHECKING ACCOUNT AND TO DEFINE
THE TERMS DEPOSIT SUP, CHECK REGISTER, CHECK, AND BANK
STATEMENT. YOU WILL BE ABLE TO PREPARE CHECKING ACCOUNT
DOCUMENTS, TO IDENTIFY THE TYPES OF CHECK ENDORSEMENTS, AND TO
RECONCILE A CHECKING ACCOUNT. YOU WILL BE ABLE TO IDENTIFY
WHICH VIII OF FINANCIAL ORGANIZATION OFFERS THE LOWEST INTEREST
RATE ON bAVINGS AND WHICH TYPE BASES ITS MEMBERSHIP ON A COMMON
BOND. YOU WILL BE ABLE TO STATE WHY IT IS UNWISE TO PLACE ALL OF
YOUR SAVINGS IN A SPECIFIED TERM SAVINGS ACCOUNT. YOU WILL ALSO
Bil ABLE TO UST THE FOUR BENEFITS OFFERED TO MARINES
PARTICIPATING IN DIRECT DEPOSIT, WHERE TO (30 TO ELECT
PARTICIPATION IN DIRECT DEPOSIT, AND HOW TO DETERMINE THE AMOUNT
DEPOSITED TO YOUR ACCOUNT UNDER DIRECT DEPOSIT.

Section L FINANCIAL ORGANIZATIONS

Banks, savings and loan associations, credit unions, and other types of financial organizations perform
various services. In the past, most financial organizations: had a specialized (and usually limited) function.
Banks were considered mainly for checking accounts, savior accounts, and loans; savings and loan associations
offered savings accounts and loans, and credit unions were used for employee savings amounts and loans for
automobiles, furniture, appliances, vacations, etc. Federal and state laws limited the scope of service that
each type of financial organisation could offer. Recently, some of these laws were changed, allowing the
various financial organizations to offer more diversified services. Some of the services available are
combination accounts, bill paying accounts, credit union share draft accounts, the use of credit cards with
checking accounts, and special services offered by certain banks on large military installations. AU will be
discussed in this section.

Work Unit 2-1. SERVICES OFFERED BY FINANCIAL ORGANIZATIONS

IDENTIFY AT LEAST THREE SERVICES OFFERED BY DIFFERENT TYPES OF FINANCIAL
ORGANIZATIONS.

Normal checking and savings accounts will be discussed in detail later in this study unit. This work unit
will provide information about services being offered by some banks, savings and loan associations, and credit
unions. The services are as follows:

Combination accounts. Certain commercial banks and savings and loan associations now offer what is
termed a "combination cheetking-savings" account. Money can be deposited and earn interest as in a savings
account, but at the same time, the funds deposited are also available to cover checks written on the account
as if it were a regular checking account. This permits you to receive interest on the unused funds in your
"combination checking- savings" a' count and also write cheeks to cover your expenses. A service charge is
sometimes assessed for this account and a minimum balance I. usually required.

The combination account is not available at all banks or savings and loan associations. If you believe that
this service would be belle' ,,01 0.. you, detailed information should be obtained from your financial
organization. As the amoun .t.e service charge and the minimum balance required will vary, you should
compare the amounts requireo 49 and savings and loan associations in your area.

11111 paying accounts. Some savings and loan associations are offering a combination savings and bill
paying account. Funds are deposited in the savings amount and the depositor moods the payment of specific
amounts for various purposes. This permits you to earn interest on all of your funds except the portion that
you request to be used for payment of specific bills. Bills for fixed expenses (i.e., rent or house payments, ear
payments, furniture payments, etc.) can be set up for automatic payment each month. Bills for which the
amount varies (i.e., utilities, gasoline and other credit card purchases, etc.) can be set up for payment by use
of telephone calls using special codes and numbers. Savings and loan associations usually charge a fee for this
service, but the payment is forwarded by them, saving you time and postage. More information about this type
of account can be obtained at your savings and loan association.

2-1
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Credit union share draft accounts. Share draft accounts, which are offered by some credit unions, permit
you to make share witbdrawb in the form of a payment and still earn dividends on the unused funds in the
account. A share draft resembles a check in appearance. However, share drafts usually come attached with a
copy so that each draft written automatically produces its own duplicate. This provides you with an
immediate record of the draft you have just written. You will receive a monthly statement indicating the
amount, number, and date of each draft which has cleared through your account. The cancelled original draft
will not be returned to you. No minimum balance is required, and no charges are assessed for this service.
You may, however, be assessed a charge if you need to have a copy made of the original draft.

Not all credit unions offer share draft accounts at this time. You should check with your local credit
union for detailed information concerning the type of accounts offered.

Use of credit cards to back up checking accounts. A future lesson in this study unit gives information
concerning the problems that can occur when checks are returned for insufficient funds. Your credit rating
can be damaged, and you are subject to punishment from your commanding officer under the Uniform Code of
Military Justice (UCMJ). Certain credit cards 44, Master Card and MA) have an optional feature that can
supply an emergency advance of funds as a back-up to prevent an overdrawn checking account. This overdraft
protection coverage has various names, and different methods are used to apply for it. Ask your bank for
details concerning the overdraft coverage offered. Also, be certain you understand the repayment procedures
and the interest rate that you will be charged.

Special services offered la some banks on large milltary installations. Personalized services for Marines
are offered by many of the bad on or near large military installations. One of these is special
unaccompanied tour/TDY checking accounts with no service charge. Many banks have toll-free telephone
numbers and extended working hours to answer questions concerning your present account or an account or
loan you may be applying for. You should check with your bank to see what special services may be offered,
especially when reporting in at a new duty station.

Not all of the services just mentioned will be right for everyone, but by having knowledge of them, you
may evaluate each of them to determine whether they could be beneficial to you.

EXERCISE: Answer the following questions and eaeok your responses against those listed at the end of
this study unit.

1. An account which allows you to earn interest even though you are writing checks from it is known
ass

a. share draft account. c. credit union account.
h. combination account. d. bill paying account.

2. To prevent an overdrawn checking account, some financial organizations allow the use of

a. share drafts. e. immediate loan approvals.
b. unlimited checks. d. credit cards.

3. A type of account wherein the financial organization makes payments on your behalf, as you have
requested, is known as a

a. bill paying account. 0. combination account.
b. share draft account. d. credit card account.

Section U. CHECKING ACCOUNTS AND SAVINGS ACCOUNTS

Work Unit 2-2. CHECKING ACCOUNTS

STATE THE MOST IMPORTANT REASON FOR HAVING A CHECKING ACCOUNT.

DEFINE THE TERM DEPOSIT SLAP, CHECK REGISTER, CHECK, AND BANK STATEMENT.
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In this day and age, it is highly impractical not to have a checking account. It used to be that cash was
the common method of payment, but, for many reasons, checking accounts have largely replaced the use of
cash as a means of payment. For one thing, as towns and cities grew, it was not as easy to walk in and make a
cash payment to your creditors, and mailing cash was out of the question. Also, as the economy grew, so did
expenses. People began paying a variety of creditors, as opposed to just a few. It also became necessary to
retain proof of payment for many expenses, and a cancelled check wag as much proof as anyone could need.
Finally, and the most important reason to have a checking account, is that it is simply unwise to carry or leave
large amounts of cash around. Why risk the chance of being robbed, having your house burglarized, or, in the
case of many Marines living in barracks, having your wall locker or footlocker broken into? if someone steals
your cash, it is highly unlikely that you will ever see it again. On the other hand, if your checks are lost or
stolen, it is simply a matter of nodfying your bank, and they will refuse to negotiate any cheeks which are not
authorized by you

The need for having a checking account should now be obvious, and if you do not already have one, you
should want to open one as soon as possible. If you are married, you will probaby want to open a joint account
with your spouse. With a joint account, both you and your spouse can write checks, make deposits, etc. This
can be especially beneficial, because your family will be able to obtain necesssty funds if you are away on
temporary duty, restricted duty, or emergency leave.

In determining which financial organization you want to open an account with, you will have to decide
what type of checking account will best suit your needs. Ask several financial organizations for information
about the checking plans they offer. Also, from time to time, you should review the types of checking plans
available to be certain that your plan is still the best for your needs. The names of checking account plans and
the features they offer may vary, but basically, plans similar to the following are offered:

Ten lan. If you write just a few checks a month, this may be the most economical plan for you. You pay
a se sery ce charge (about $1.50) on the first ten cheeks the financial organization receives for payment.
Checks v,..ttten in excess of ten will usually result in an additional charge. Statements are usually sent to you
quarterly (every 3 months).

Basic checking plan. The amount of your monthly service charge or the amount (if any) that you are
charged per check depends on the number of checks you write and/or the amount of your average balance.

eustom checking plan. A "package" plan for which a flat fee is charged. This plan usually offers
unlimited checkwriting and other services, such as safety deposit boxes, instant loan approval, an overdraw
protection plan, etc.

In dealing with checking accounts, the following are certain items or processes you must know:

Signature card - A record on which your "check-signing signature" is recorded. You must sign this card
exactly as you will sign or endorse the checks in your checking account. This is done when you initially open
your account.

===r.
41

First State Bank lay 12, 1981
3432 Grand Street tome
Pinestone, MO 51234

ACCOUNT e

NAME

ADDRESS

PHONE 0

SIGNATURE

SOC. SEC. 0

57-622-0

Jane and John DOI!

6789 Main Street

Pinestone, MO 61234

987-6543

123 45 6780

54__
amuse. it APPLICABLE)

987 65 4321
ISPOuSE.BI APPLICABLE)
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Cheek - A written order instructing the bank to pay money from your account.

)001104D01

MAIPI
INISION1, MO 64030 0:0 gust 19

PAY SO S HI
ORM K O tifil;l/i &Jar' AftAliit.Ad_

NO.

804999rarer

dimat-zatintA., run et. 95:de---- / DOLLARS

Find 3044 Sank
6411110440111440
Plooslfts, MO 101$11

Mi Pa I

10 10 : 21.6811° 76 2 200

await*Check-
book - A book of blank cheeks which you will use to instruct the bank to pay money from your

Check register, - A separate record in your checkbook on which you record the date, name of payee,
purpose, amount, and balance in your account for each check written, and the date, amount, and balance in
your account for each deposit made.

NUMMI OATI 011111201111110110. TRAIIMINION
voyetsfisget

11
-
I

_m_.
"7",'

meope,000,0
I.1 61

64;41_
40/5

' el A 41
4,17;;Vr,
11/11/1C-A.
lij ..n:
Mai,

f',.

1-iv ao

64/6 '1g
moo nip /104 MEI 4

'-ir ,

10140

4::::::ii:::::: ii.::::

Peposit - Amounts of cash and/or cheeks which you put in your account to cover the checks you write.

permit slip - An itemised listing of the cash and checks that you put into your account.

1 1111 MSC AI 4 Otmit DI POSI t III Kul

1141I

IONN DOE
67119 MAIN SSREEI

INIS1ONI, MO. 0214

1t116111Mto 4,11.t. 11011.1 $6.

First State bank
uss Oraftd Street
Piftestofte. MO 01234

tOIAI

NVIIMPOSIT

2i.6 70 20t1'

2-4

80400

1.H anHtP SOS 11 $11
t P.41 H iS I MN

.31
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*Bank statement - A statement furnished by the bank (usually monthly) listing your previous and ending
balatu747ielnos is you have made, checks you have written which the bank has paid, and any service charges
deducted from your account. These paid (cancelled) checks and your deposit slips are included with the bank
statement.

Checking Account Statement

First State Dank
5432 Greed Street
%testae*, MO 61234

JOHN DOE
6759 MAIN STREET
PINESTONE, MO 61234

Amara 57 -622-0MM.
ta"""e 2-21-81

pew*. 1 of 1

DATE DEPOSIVCREDIT CHECKS AND CHARGES BALANCE

1 4 SSMONAM soma 8324.63

1-24-81 61.21 89.69 173.73

1-29-81 25.00 1473

2-441 12.62 136.21

2441 15.00 121.21

2-741 16.29 23.60 81.32

2-14-81 320.00 401.32

2-1541 61.12 340.20

2-20-81 10.15 330.05

2-21-81 2.00 Service Charge 328.05

,

Please examine Mae
statement upon receipt
and promptly report
any discrepancy

ritolc=s1N
Mace

osurall Inuoteerees muctworsa troprzragi jessuoimiatte siverxibstra

1 $320.00 10 $316.58 $328.05

I

Reconciliation of bank statement - A process wherein you verify your checking account balance by taking
the ending balance on the bank statement, adding any deposits made since the closing date of the statement,
deducting any service charge shown on the statement, and deducting any cheeks written which were not
included in the cancelled cheeks returned with the bank statement.
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Reconciliation form - A form used to reconcile (balance) your checking account. This is usually printed on
the reverse taide our monthly bank statement.

First State Bank
5432 Grand Street
%testate, MO 111234

ENDING STATEMENT BALANCE $ 32,1.13

ADD ANY DEPOSITS MADE WHICH
ARE NOT SHOWN ON THISSTATEMENT

TOTAL

SUBTRACT ANY
OUTSTANDING CHECKS

.13

BALANCE (SHOULD AGREE WITH
CHECK REGISTER BALANCE) 150.3q=CP

Checks OMMOMIng

ClwodotemulfiwImoliMonofteloomwit

No. 12.1 $ 1 la1411
125, 112
127

13
17

130,
131 12 2,1

_az' 150 00

..11/111..

.A1

Total aw 707
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EXERCISE* Answer the following questions and check your revenges against those listed at the end of
this study unit.

1. The most important reason to have a checking account is that

Match and record the appropriate numbered definition with the term it describes:

2. A written order instructing the bank to pay money from a. deposit slip
your account.

3. An itemized listing of the cash and cheeks you put into b. cheek register
your account.

4. A record of the date, name of payee, purpose, amount, c. bank statement
and balance in your account.

5. A record of your account balance, deposits, service d. check
charges, cheeks you have written, cancelled cheeks and
deposit slips.

Work Unit 2-3. CHECKING ACCOUNT DOCUMENT PREPARATION

PREPARE DEPOSIT SLIPS, A CHECK REGISTER, AND CHECKS.

IDENTIFY TYPES OF CHECK ENDORSEMENTS.

Proper completion of the various documents aasoclated with a checking account is extremely important.
Failure to complete any of the required steps could result in an overdrawn or out-of-balance account or make
it very difficult to trace a check you have written.

Obviously, you cannot begin writing checks with you have deposited funds in your checking account. A
supply of deposit slips will be furnished with your blank cheeks. The deposit slips contain your name and
account number and must be used when you deposit cash or checks in your account.

Completing a deposit slip (figure 2-1) is relatively simple. Fill in the date you are making the deposit.
List the cash (currency and coin) you are depositing in the appropriate spaces. List each cheek separately by
identifying the source of the check; e.g., Marine Corps paycheck, tax refund, the name of the person who
wrote you the cheek, etc. If you have more checks than can be listed on the front, list the remainder on the
back of the deposit slip, and enter the total in the space on the front marked "TOTAL PROM OTHER SIDE."
Then, total and record the amount of your deposit where marked "TOTAL" and "NET DEPOSIT." If you are
receiving a portion of a cheek you are depositing back in cash (figure 2-2), list that amount where marked
"LESS CASH RECEIVED.* Then, subtract the amount of cash from the "TOTAL" amount, and record the
amount of the deposit in the space marked "NET DEPOSIT."

r
I III t tit NI In Pt Ili

lotoN Dot
On MAIN Mit I
PINISTONI. MO 61,114

; NI 7777..

First State Bask
5432 Grand Street
Pinestene. MO 61234

i Atli t111122111Mt.ass'sP"jr Wrial
VA!.
re..1

804999
1131,r

TOTAL L-LIMh'i ix.i.i.trm

Nifolposli !VIMfa
to

Pig 2-1. Example of completed deposit slip.

2-7
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Mt klhat, lietNI 14"11 Ili AI

Imo I

JOHN DOE
6789 MAIN STREET

INNESTONE. MO. 61314

Mt 00111111104 4g1111. 11t11111t NOW

TOM
I 4.1 .....

NIT DEPOSIT

First State Bask
HMI Grand &trent
Pitesisse, MO 41134

21.6 ?le 5 ? 2 Me

IIti1111NI ml
VOttiertmoittim.

Fig 24. E*ample of completed deposit slip with cash being received.

After making your deposit, be certain to record the amount in your cheek register, end add the deposit to
your checkbook balance. Further, you should retain the receipt the bank will give you when making a deposit
until you receive your bank statement. If for some reason the deposit does not appear on your statement, the
receipt will serve as proof that you actually made the deposit.

more making your deposit Of a cheek is involved), there are certain things you must know about
endorsing your cheek. An endorsement is nothing more than your signature, but the manner in which you
endorse your cheek is extremely important.

A blank endorsement, which is your signature alone, should not be made on a cheek until you are at the
bank end ready to cash or deposit the check. Otherwise, anyone may be able to cash a cheek endorsed this
way.

To avoid the possibility that your cheek could be misused, a resVictivo endorsement should be made. The
restrictive endorsement contains the words "FOR DEPOSIT ONLY" with your signature below. A cheek
endorsed in this way cannot be used for any other purpose.

If you wish to transfer a check payable to you to another person or account, the proper endorsement would
be the words *PAY TO THE ORDER OF (NAME OF THE SECOND PARTY)" with your signature below. This is
a type of special endorsement.

Finally, if for some reason your name Is misspelled on the cheek, you should attempt to have the cheek
reissued to you. If this is impossible or impractical, you must first sign your name exactly as it appears on the
face of the check, and then sign your name correctly below it.

An example of each of these endorsements is shown in figure 24.



www.manaraa.com

4oaa, )4i/nowit

1.1,444AAAAAA.A.4.44.4.1

BLANK
ENDORSEMENT

Jot ZOLA Did lif
°roma .184470464-

,AA.A.ANNAmmAAA4.
RESTRICTIVE

ENDORSEMENT

Ath kkimpiat.
datia

SPECIAL
ENDORSEMENT MISSPELLING

Fig 2-3. Types of endorsements.

Having deposited funds in your account, you are now ready to begin writing cheeks. The first step to take
is to complete the check register by recording all of the necessary data. Although cheek registers will vary in
format, the process of completing them is basically the same. Two different examples are provided in this
work units the double line entry and the single line entry. The double line entry (figure 2-4) allows you to
write the amount of the transaction (cheek or deposit) on the first line in the balance column and the new
balance on the second line. The single line entry (figure 3-9) requires that you record the transaction to the
left of the balance column and the new balance on the same line.

As an example for both types of entries, assume that on 20 June 1901 you are going to write a cheek to
your doctor in the amount of $98 for your annual physical. The following day, you deposit $200 to your
checking account. These steps must be tilcen to record the transactions in your cheek register. '

1. Record the number of your next available check in the column entitled "NUMBER."

2. Record the date in the column entitled "DATE." Never postdate a check. This is a dangerous and
illegal practice. Always use the actual date you are writing the check.

3. Under "DESCRIPTION OF TRANSACTION," record the name of the payee (the person or business to
whom the check is written).

4. Directly beneath or beside the payee's name, record the purpose for which the check is being written.

5. Next, record the amount of the cheek you will be writing under the column entitled
"PAYMENT/DEBIT (-)."

b. Use of the next two columns is optional. The first column, which shows a cheek mark (V) and the
letter wr," may be used to indicate that the cheek you are writing is for an expense which will reduce
your taxable income when you file your income tax return (e.g., medical bills, child care, etc.). The
use of a mark (V) in this column will prove to be a handy reference.

The next column, entitled "PEE (if any) (-)," may be used to record the bank service charge. This
may be done on a check-by-check basis if your service charge is computed that way, or on a monthly
basis when you reconcile your account.

7. The next column on the check register will be used when making a deposit to your account. Record
the date of your deposit, and then record the amount in the column entitled "DEPOSIT/CREDIT ()"
Many people find it less confusing to use a separate line for each transaction, and this is recom-
mended as opposed to recording a cheek and deposit transaction on the same line.

B. The final step in recording a transaction in your register, for either a check to be written or a deposit
to be recorded, is to compute and record your new Qheaking account balance under the column
entitled "BALANCE." Either subtract the amount of the check you are writing (to include the service
charge, if applicable) or add the amount of the deposit you are making. It is wise to double check
your arithmetic to ensure that the balance is correct.

2-9
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Fig 2-4. Sample check register (double line entry).

® 00 ®®
some* 0011 avganoopro toolutleft

/
.40010 ow

t-1
ig.

T . .

wn..0.100
t ,

I
samat

/St. 21
41I.3 .Ammuit 9S is 71rir.

ACtapO 1.91.
, 4 r

NOV

A ..-

Fig 2 -3. Sample check register (single line entry).

Having completed the check register, you must now transfer the information directly to the check you are
writing. This will ensure that you write the check exactly as the transaction appears in your register. When
writing a check, always use ink to prevent anyone from attempting to alter it. Never cross out, erase, or
change anything on the check after it is written. If an error is made, mark the check and the transaction in
your register "VOID" in ink, and write another check. This will protect you because the bank will usually
refuse to pay an altered check. If you do void a check, file it with the cancelled checks you receive with your
next bank statement, or tear it up and throw it away.

As shown in figure 2-6, take the following steps when writing your cheek:

1. Record the number of the check in the upper-right corner if your checks are not pre-numbered.

2. Record the actual date you are writing the check. Remember never postdate a check.

3. Write or print the name of the payee on the line "PAY TO THE ORDER OF." Immediately following
the dollar sign (8) on tIr same line, write the amount A the check in numbers.

4. On the next line, write or print the amount of the check in words with any amount under one dollar
written as a fraction. To prevent anyone from altering your cheek, extend a line after the fraction
over to the word "DOLLARS."

S. Record the purpose for which you are writing the cheek on the line next to the word "MEMO," and
sign the check sa_zet1 as you did on the signature card when you opened your account.

2-10 37
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Fig 2-6. Sample check.

The last and most important information you need to know about a checking account is that you must
never write a cheek in excess of the amount in your checking account! A check written on your account for
which there are insufficient funds will be returned unpaid. The check will be marked "NSF" for "not sufficient
funds," and is said to be a "bad check" or to "bounce." Most financial organizations assess a service charge for
processing a "bad check," and a charge of $5 to $10 is not uncommon.

both the Marine Corps Manual and the Legal Administration Manual state that Marines are expected to
pay their just financial obligations in a proper and timely manner. Writing a check on a closed account or
writing a cheek when there are insufficient funds in your account to cover such a check are serious criminal
offenses under both military law and civilian law. The punishment authorized by the Uniform Code of Military
Justice if you are convicted of such an offense includes confinement at hard labor, forfeiture of pay, reduction
in grade for enlisted personnel, and a punitive discharge or dismissal. The punishment under civilian law
includes fines and/or imprisonment if you are convicted of such an offense. Additionally, a Marine convicted
by a civilian court for a dishonored check offense may be administratively discharged under other than
honorable conditions. Similar action may follow in the ease of a Marine who unintentionally but repeatedly
passes dishonored checks, whether convicted by civil authorities or not.

In addition to the personal financial problems resulting from dishonored checks, these cheeks create an air
of mistrust in the civilian community towards all Marines, and jeopardize check cashing priveleges for other
Marines and their dependents. Further, dishonored checks in the post exchange and commissary systems
increase overhead costs, thereby reducing contributions to the Marine Corps Recreation Fund, which has an ill
effect on the morale and welfare of all Marines.

It should now be obvious that you must never write a check in excess of the funds in your checking
account. It is mandatory that you keep your checking account balance current and accurate, not only for your
sake and the sake of your family, but also for the sake of other Marines and their dependents.

EXERCISE: As a practice exercise, assume that you are going to open a checking account. Blank deposit
slips, check registers, and checks are furnished for your use on pages 2-14 through 2-21. Use
the following guidelines for this exercise:

Prepare deposit slips as necessary, and record each deposit in your check register.

Deposit all checks received into your checking account.

Write checks for each transaction requiring an expenditure, and record each cheek
in your cheek register.

Upon completion of the following transactions, answer the three questions at the end of this
exercise.
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TRANSACTIONlis

1. January 25:

You deposit $80.48 cash to open your checking account.

2. January 28:

Ptwahass groceries at Bestway Foods, $53.18.

3. January 30s

You receive your Marine Corps paycheck for $350. You also receive a $10 cheek from Aunt Sally as a
birthday sift. Deposit both checks.

4. February 1:

Pay Jones Realty Co. $175 for February rent.

5. February 5:

Pay Johnson Department Store $25.47 for clothing purchased.

IL February 10:

Purchase groceries at Bestway Foods, $57.84.

7. February 15:

You receive your Marine Corps paycheck for $350. Deposit the entire cheek.

8. February 17s

Pay the following utility bills:
44. Water company $ 4.20
b. Gas company 12.00
c. Electric company 22.00
d. ".lelephone company S.80

9. February 19:

a. Pay ABC Credit Union $110 for car payment.
b. Pay Action Auto Service $83.82 for auto repair.

10. February 20:

a. Pay Tower Laundry $18.53 for laundry service.
b. You receive and deposit a $80 cheek from J. Cash for a guitar he bought from you.

11. February 21:

Write a check for $150 to be deposited to your savings account with Easysave Credit Union.

Answer the following questions and cheek your responses for the entire exercise against
those listed at the end of this study unit.

12. To avoid the possibility that a check made payable to you is misused, what type of endorsement
should you make on the back of the check?

a. Restrictive c. Special
b. Blank d. Personal

2-12
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13. The MU la important thing to remember about a checking account is that

14 Based on the previous phase of this exercise, the current balance in your checking account is

a. $118.84. 0. $111.84.
b. $281.84. d. $171.84.

2-13
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101IN Doe
67119 MAIN 9111111

PINISTONE, MO 6400 19

NO.

PAY TO Ilk
011011101 $

00401111

1010

DOLLARS

First Stole Saab
&Mersa* Stns.
Matthias. MO COM

11 M4 i

I: LO LO L I: 24680" S ?Go 2 200

jOHN COOL

67114 MAIN STRUT

FINISTONE. MO 64030 19

NO.

11041001)

'MO
PAY 10 1111
0111)1k 01 $

First State Saab
OM °trod Stratt
hoototo**, MO sins

NI kid,

DOLLARS

I: LO LO L I: 24680 576 2 2001

PONN Dot
67119 MAIN STREET

loINISTONE. MO 64030

PAY TO 1 HI
ORM R 00

19
NO.

804900
TOTS

First State Bass
NU fiNsed *WM
Matelot,. MO ION

10 MO

0: &O &CI la

DOLLARS

1: 24680 5 no 2 2011"
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1

JOHN DOI
6789 MAIN UNMET NO.

PINIST ONE A10 64018 19 804900
TOTC-1

PAY 10 Itil
0801R 01 $

DOLLARS

First Stet* beak
HU timid Sum,
Pilb0014*. M011234

mums)

1:40404 1: 211 6 a R. 5 ? 62200

JOHN DOE
6709 MAIN SUM NO.

PINISVoNI. MO 64810 19
110410118W

PAY 101111
01101 11 01 $

DOLLARS

First State Soak
MN Grose Sum*
Oimmom. no sou

Ott oil

I: 10404 I: 211680 5762200

JOHN DOI
67119 MAIN SVP11 V NO.

P1NISTONI. MO 641110 19
11040118W

PAY 10 1111
ORM 11 01 $, ,.

DOLLARS

First State Sack
SIN Gleall Skim
Ibmoomm. MO MOM

me kit,

440404 I: 211680 5762200
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JOHN Doi
6709 MAIN SINE ET

PINESIONI. MO 6400 19 09000

PAY 10 1111
ORDI R Of _$

DOLLARS

First Slats MM
&awl Softet

1411.040011.MO Olen
MIMIO
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JOHN DOE
671111 MAIN SIMI,

PINMONE. MO MOM 19 NO.
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DOLLARS

Pint State lank
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Work Unit 2-4. CHECKING ACCOUNT RECONCILIATION

RECONCILE (BALANCE) A CHECKING ACCOUNT.

Hank statements for checking accounts (figure 2-7) are normally prepared and mailed on a monthly basis.
They list the amount of each cheek deducted from your account and the date each was paid, the amount and
date of each deposit to your account, any service charges or penalties, and the previous cad ending statement
balance. some banks will also return your cancelled checks and original deposit slips with the statement.

The ending balance on your checking account statement will seldom agree with the balance in your cheek
register. This is understandable, because it normally takes from 3 to 14 days from the time you write and mail
a check until the check has been cashed or deposited by the payee, processed by their bank, forwarded to a
check clearing facility, and then routed to your bank. Further, cheeks seldom clear the bank in the same order
In which you wrote them, since they are written to various payees at various locations. However, if the payee
takes the cheek to your bank to cash, or if the payee's bank is the same as yours, the process could be
aecoraplished in 1 or 2 days. Also, a deposit made late in the day might not appear on your statement if it is
prepared the next day. This, too, would cause your statement to disagree with the balance in your check
register.

To be certain that neither you nor the bank has made an error in your checking account, you must
reconcile your bank statement with your check register. Most banks provide a reconciliation form (figure 2-8),
usually on the back of the statement. To reconcile a checking account, the following steps are taken:

1. Arrange the cancelled checks returned with your statement into numeric order. if you voided any
checks during the period covered by the statement, include or make note of those to ensure that no
checks are missing.

2. Go through your cheek register and make a mark next to the record of each cheek which was included
with the statement.

3. Next, list and total all checks you have written which were not included with the statement. These
cheeks are known as outstanding cheeks.

4. if a monthly service charge or a penalty was deducted on your statement, record the item on your
check register and compute tsw new balance.

5. On the appropriate line of the reconciliation form, enter the ending balance shown on your bank
statement. Add any deposits you have made which were not reflected on the statement, and total the
two figures.

6. Deduct the total amount of your outstanding checks (obtained from step 3 above).

This balance should agree with the current balance on your check register. If it is not the same, verify all
computations in your check register. If no error is found there, carefully repeat all of the above steps. If your
balance is still in disagreement, make an appointment with your bank to have your account reconciled with the
bank records.

An example of the reconciliation process is provided as follows. Study the example carefully until you
understand exactly how the process works. You will need to refer to figures 2-7 and 2-8 and the following
data:

You receive a checking account statement (figure 2-7) dated 21 February 1981.

The previous statement balance was $324.63.

The ending statement balance is $328.05.
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The following cancelled

NO.

checks were received with the statement:

AMOUNT

311 61.21
312 89.69
313 25.00
314 12.52
315 15.00
316 16.29
317 23.60
318 61.12
319 10.15

An original deposit slip in the amount of $320 was returned with the statement.

A service charge of $2 was deducted from the account.

The statement appears as follows:

Checking Account Statement
First State Bank
5432 Grand Street
Pinestone, MO 61234

JOHN DOE
6789 MAIN STRE ET
PINESTONE, MO 61234

Amount 57-622-0mow

SIONOioN 2-21-81am.

POO* 1 Of 1

DATE DEPOSITICREDIT CHECKS AND CHARGES BALANCE
1 limakdadlataawat Wined 9324.83

1-24-81 81.21 89.69 173.73

1 -29-81 25.00 148.73

2-4-81 12.52 136.21

2-5-81 15.00 121.21

2-7-81 16.29 23.60 61.32

2-14-61 320.00 401.32

2-15-81 61.12 340.20

2-20-81 10.15 330.05

2-21-61 2.00 Service Charge 328.05

t I ,

Meese °amine this
statement upon receipt
and promptly report
any discrepancy

No cd 040oida
and Ctedito

Ws moss*, time itspooda
and mans totems

No of COota$
lbd CootOo

WeltawSoOlfectOO INN
COcia and thews WOO,

flasudial In aaandina
olatomool Mimeo!

1 $320.00 10 9318.56 $326.05
i

Fig 2-7. Checking account statement.
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Compere the statement with the following cheek register. You will notice that as of 21 February, when
check number 323 was written, the balance shown in your cheek register was $188.29. The checking account
statement, however, indicates that you have a balance of $328.05 in your t.count.
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/3/1 01 "'" . 'Swami( ...foam, 6/ 2/ 4
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13150 gIMErn"
morrirx
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..""x;iiiis

...wow..

II
op -ammia,17,

Friii

le
7

AI.. seco'coiun
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1111t1

OAR
ITE4

13110 al WI 11 r
:::: Ups,

.0 MR AddetAid, la

Vat gli-1,_ 71111111.. e .
. rf
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4°1 411111:::
NI 1:::.

-.7,116E-Fidrii)

li
mwx--Eir.
II

WIN
7;3E6

iii rr°1

aiMr;v,.`

11

V319 ills
.

/ 211 I

. ..
3W
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RV.° ataMIA. Agghill
iiii

fis al

kuuseet OAT. oncmoricu OR TRANSACTION """"1°.I) I
1L. °""";;"'"

i

swam

z/ --t1 Gaut cb- .t/ 1 .___.ra g
i,A

irr.-74,-.

I riolii,,e._,..1,rix,,,

3z2. $
..

az3
ni..FA-0._
sitilfinr1;

i

.,...

_
..... ...

To reconcile these balances, the following steps were taken:

1. The cancelled cheeks received with the statement were put in order and noted on the cheek register
by placing a check mark (V) next to the record of each.
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2. The 2320 deposit listed on the statement was noted in the cheek register by placing a check mark (V)
next to the record of the deposit.

3. The $2.00 service charge listed on the statement was deducted from the existing balance in the check
register, resulting in a new balance of $1811.29.

4. The checking account reconciliation form was completed as follows:

First State Bank
5432 Grand Street
Pineatone, MO 61234

ENCINO STATEMENT BALANCE $ 3 It OS

A00 ANY DEPOSITS MADE WHICH a.
ARE NOT SHOWN ON THIS STATEMENT ' 10 C1:)_

TOTAL

SUBTRACT ANY
OUTSTANDING CHECKS

BALANCE (SHOULD AGREE WITH
CHECK REQUITER BALANCE)

Litt .05

241.76

$.111.21.

CRUM Outthindlna
Clinks oniitsa WI net shown on stoma.*

No. 320
.32.1

ft; 113 00_

322.
Zi 00

323
412. 15
23 la 1

AI.

IN

-as

A

4

. .. il

-
Total _$ 2.6 I -n-

Fig 2-1. Checking account reconciliation form.

The ending statement balance ($321.05) was recorded in tha appropriate place on the form.

The $100 deposit made on 20 February (see check register) was not shown on the checking account
statement. This deposit was recorded in the appropriate space on the form.

The ending balance ($321.05) and the deposit not shown on the statement ($100) were totaled and
recorded in tha appropriate space on the form (Total $4211.05).

The checks recorded in the check register which were not received with the statement were listed by
number and amount in the "checks outstanding" portion of the reconciliation form. Note the check register.
Those checks which do not have a check mark (4. , to indicate that they were returned are check numbers 320,
321, 322, and 323. After listing these checks, they were totaled end the total amount recorded ($261.78).
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This total ($261.16) is then recorded in the appropriate space on the form and subtracted from the
total above it ($428.05).

The resulting balance is $166.29, which agrees with the current balance in your check register.

If the balances do not agree, the following steps should be taken:

1. Verify that the amount of each check on the statement agrees with the amount recorded in your
cheek register.

2. Verify that the amount of each deposit on the statement agrees with the amount recorded in your
cheek register.

3. Verify that the amount of each check in your register has been deducted and that the amount of each
deposit in your register has been added.

4. Verify that you have deducted all service charges or penalties listed on the statement in your check
register.

5. Verify that the correct balance has been carried forward when starting a new page in your check
register.

6. Verify that all additions and subtractions were properly computed in your check register.

It no errors were found in your check register after completing the above verifications, re-verify the
reconciliation form. If no errors exist there, you must contact your bank for assistance in getting your
account to balance. Do not delay in getting the account reconciled. The longer you wait, the worse the
matter will get.

After reconciling your account, it is wise to keep your bank statement and deposit slips for a period
of time in case you need to refer to them at a later date. Also, you should retain your cancelled checks
for at least 3 years for income tax purposes.

EXERCISE: A copy of the check register you prepared in the previous work unit is provided on the next
page. Using the register, the checking account statement on rage 28, and the reconciliation
form on page 29, reconcile your checking account based on tne circumstances listed below.
Upon completion, answer the questions at the end of the exercise. Then, verify your work
with the completed reconciliation form and cheek register located at the end of this study
unit.

You receive a checking account statement dated 21 February 1980.

The ending oalance shown on the statement is $321.13.

A service charge of $3 was deducted from your account.

The following checks and deposit slips were received with the statements

NO. CHECKS DEPOSIT SLIPS7 -mar $60.48
2 175.00 360.00

6
57.644 350.00
12.00

7 22.00
9 110.00
it 16.53

2-26

53



www.manaraa.com

77r.;777;777a1Na

el
$4 ill.

1
4717.77.

Aisc
1 /A

DATE

I I ,

_A_

1 10 1
MIF_MrAi



www.manaraa.com

Checking Account Statement

First State Bask
5432 Oraad Street
Piseetone, MO 411234

JOHN DOE
6789 MAIN STREET
PINE STONE, MO 61234

miAlrffit,,, 157 -622 -0

ram" 2-21-81

ham., 1 of 1

DATE DEPOSIT/CREDIT CHECKS AND CHARGES BALANCE

liolea1.11411010slime NONE

1-25-81 60.48 60.48

1-30-81 360.00 420.45

2-1-81 53.18 367.30

2-4-81 175.00 192.30

2-8-81 57.64 134.66

2-15-81 350.00 484.86

2-20-81 12.00 22.00 450.66

2-21-81 110.00 16.53 324.13

2-21-81 3.00 Service Charge 321.13

Roue *amine ads
statsonani upon reeelpl
and promptly tapott
any disorepanc,

:are Lorszverrdown. :414,40. roixs.d..bnatiletweanne. .164.morim.orams....060

1 3 $770.48 8 $449.35 $321.13
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First State Bank
5432 Grand Street
Pinestone, MO 61234

ENDING STATEMENT BALANCE

ADD ANY DEPOSITS MADE WHICH j.
ARE NOT SHOWN ON THIS STATEMENT

TOTAL

SUBTRACTSUBTRACT ANY
OUTSTANDING CHECKS

BALANCE (8' JULD AGREE WITH
CHECK REGIVCR BALANCE)

IM
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1. Checks which you have written that are not included with your monthly bank statement are known as

a. cancelled cheeks. c. void checks.
b. outstanding checks. d. paid checks.

2. You should retain your cancelled cheeks for income tax purposes for a period of at least

a. 4 years.
b. 3 years.

c. 2 years.
d. 1 year.

3. Based on the checking account reconciliation you completed in this exercise, your current checking
account balance is

a. 848.84.
b. 8108.84.

Work Unit 2-5. SAVINGS ACCOUNTS

0. 01.84.
d. 8111.84

IDENTIFY WilICH TYPE OF FINANCIAL ORGANIZATION OFFERS THE LOWEST RATE OF
INTEREST ON SAVINGS AND WHICH TYPE BASES ITS MEMBERSHIP ON A COMMON BOND.

STATE WHY YOU SHOULD NOT PLACE ALL OF YOUR SAVINGS IN A SPECIFIED TERM
SAVINGS ACCOUNT.

The first step toward success in saving is to start, and the second step is to save regularly. Even if you
save only a small portion of your earnings each you have established a successful savings program.
Any amount put savings guarantees that you will have the money available when you really need it.

Maintaining a regular savings plan is extremely important. Savings may be needed for unexpected
expenses, such as emergencies, home or automobile repair, emergency leave, etc. They may also be used for
vacations, an education fund for yourself or your children, large cash puchases, etc.

There are several different approaches to savings plans. Remember, as stated when discussing budget
formulation in the first study unit, you should allot a certain percentage of your income toward savings as if it
were an expense. Probably the best way to do this is to have your savings automatically withheld from your
paycheck. Therefore, you are not tempted to use the money for something else, you don't have to physically
make the deposit to your account, and the same amount will always be deposited. This can be achieved in
either of two ways. First, you can start an "5" (savings) allotment to the financial organization of your choice.
A set amount of money will be withheld from your pay at the mid- and end-of-month paydays, and the money
will be automatically deposited to your account at the end of the month. The other method involves the
purchase of U.S. Savings Bonds. Many Marines purchase bonds by means of a "B" allotment deduction from
their pay. There are numerous amounts and types of savings bond deduction plans, and more information about
them can be obtained at your administrative or disbursing office, or from your savings bonds officer.

You should also be aware of some of the financial organizations you may choose from to keep your savings
in. A brief description of several of these follows:

Commereial bank. Commercial banks receive a ?tarter (legal permission to operate) from the Federal or
state government. They offer three basic services to their customers: lending, saving, and checking. The rate
of interest on savings accounts paid by a commercial bank will probably be lower than the interest rate paid by
some of the other financial organizations described below, but a commercial bank usually guarantees that it
will pay the rate specified. Lome financial organizations do not guarantee the payment of a dividend.

Mutual savings bank. Mutual savings banks are located primarily in the eastern United States. They were
founded for the convenience and benefit of savers. Dividends are paid out of earnings at an established rate.
The rate is :tomewhat higher than that offered by commercial banks, since the payment of dividends is not
guaranteed (although the principal and accumulated past dividends are generally insured by the Federal
government). Historically, very few dividends are missed, but you should be aware that this could happen.

I Savings and loan association. Savings end loan associations receive a charter from the Federal or state
government and offer savings and lending services. Dividends are paid to the savings account holders out of
the association's earnings. These dividends are not always guaranteed, and the association may reduce tho
anticipated dividend rate because of profitability problems, although this is very rare.
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*Credit union. Credit unions are unique financial institutions. They may be chartered by an agency of the
state or an agency of the Federal government. They do not conduct business with the general public in the
manner that a commercial bank, savings bank, or savings and loan association does because their charters
usually restrict them to serving groups having a common bond of occupation, association, or residence. Before
anyone can become a member of a credit union, they must be within the field of membership set forth in the
charter. Many credit unions are located on or near military installations and would be convenient for your use.

Regardless of which type of financial organization you choose for savings, it is very important that you
only entrust your money to one which carries insurance to protect you in case the financial organization should
fail. This is insurance to protect your accumulated funds, not just the dividends on your funds.

The names of some agencies which offer this insurance to financial organizations are Federal Deposit
Insurance Corporation (FDIC), Federal Savings and Loan Insurance Corporation (FSLIC), National Credit Union
Administration (NGUA), and State Credit Union Share Insurance Corporation (SCUSIC). Financial organiza-
tions must pay a premium for this insurance protection for you. A financial organization that does not carry
the insurance often pays a higher interest rate on savings accounts. However, the saver has no proteption
from losing part or all of the money in the account if the financial organization defaults. Although not a
common occurenee, this has happened.

You may find that the financial organization you choose for your savings account offers several types of
savings accounts with varying interest rates. In addition to normal savings accounts from which your money
can be withdrawn at any time, you may find savings accounts for specified terms, such as 90 days, 6 months, I
year, 3 years, 5 years, etc., or a Certificate or Deposit (CD) account which is also for a specified term. These
accounts earn a higher interest rate than a normal savings account, but you should be aware that you may be
penalized if you withdraw any of your funds from these accounts prior to the expiration of the specified term.
For example, if you deposited $500 in a specified term account of 6 months, but needed to withdraw the money
3 months later, you would receive no interest for those 3 months. If you withdrew the money after 3 months,
out prior to the expiration of the specified term, you would receive interest on your deposit at a lower rate.
For this reason, if there is any possibility of needing to use part of your savings for an emergency, you should
keep a portion of the funds in a regular savings account.

No matter what type of financial organization you choose for your savings account or what type of savings
plan you establish, the two things to remember are (I) to start and (2) to save regularly.

EXERCISE Answer the following questions and cheek your responses against those listed at the end of
this study unit.

1. The rate of interest on savings accounts will probably be lowest at a

a. mutual savings bank. c. commercial bank.
b. credit union. d. savings and loan association.

2. A financial organization which bases its mtinbership on a common bond of occupation, association, or
residence is a

a. mutual savings bank. c. commercial bank.
b. credit union. d. savings and loan association.

3. As opposed to all of your savings being in a specified term savings account, you should keep a portion
of your funds in a regular savings account because

Section III. DIRECT DEPOSIT

Work Unit 2-6. DIRECT DEPOSIT

LIST THE FOUR FEATURES OF DIRECT DEPOSIT WHICH ARE BENEFICIAL TO
MARIN ES.

IDENTIFY WHERE TO GO TO ELECT PARTICIPATION IN DIRECT DEPOSIT.

IDENTIFY HOW TO DETERMINE THE AMOUNT DEPOSITED TO YOUR ACCOUNT UNDER
DIRECT DEPOSIT.
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Direct Deposit is the U.S. Treasury's trade name for an electronic funds transfer system. On
15 November 1979, the Marine Corps joined the growing number of Federal agencies using this system. Prior
to that time, the Marine Corps had been sending Marines' pay to their financial organizations under a
composite check system. Direct Deposit is much faster and more reliable because it uses the Federal Reserve
Distribution System, whereas the former system was dependent upon the U.S. Postal Service.

Direct Deposit payments are compiled on magnetic tape at pay computation time and hand-carried to the
Federal Reserve Bank in Kansas City. The data is electronically transmitted through the Federal Reserve
Distribution System to the appropriate area Federal Reserve Sank end then distributed through a clearing
house or directly to the appropriate financial organisation.

Direct Deposit has four features which are very beneficial to Marines. First, your pay will be deposited in
your account on payday, even if you are away on temporary duty or on leave. Second, there is no waiting for
mail delivery 15 get your paycheck. Third, you will not have to welt in line at your financial organization to
cash or deposit your paycheck. Fourth, and most importantly, you are assured of sate deposit of your pay;
there is no chance of your check being lost or stolen.

AU Marines are encouraged to apply for Direct Deposit. Standard Form 1199As Direct Deposit Sign-Up
Form, is the form used to elect participation in Direct Deposit. When you have decided which financial
organization you want your pay sent to, you should go to that institution and fill out the SF 1199A. The
financial organization will mall the original Of the form to the Marine Corps Finance Center in Kansas City,
Missouri, retain the second copy of the form, and give you the third copy for your records.

After the above procedure, your pay will soon be sent to your financial organization and be available for
your use by the opening hour on payday. Because of the paperwork involved and the timeframe for submitting
information to the Marine Corps Joint Uniform Military Pay System (JUMPS) for inclusion in a particular pay
cycle, the payday your first deposit goes to the financial organization may vary. However, you will receive
your paycheck in the usual manner until the automated procedure for Direct Deposit has been completed.
When your first deposit goes to the financial organization, the information will be shown on your leave and
earnings statement (LES) if it is for the mid-month payday. If it is for the end-of-month payday, you will
receive an advice-of-deposit notification giving you the date and the amount that will first be deposited in
your account.

Once the first deposit has been made, future deposits will be made automatically, end will always be the
amounts shown on your WS in the "forecast amounts" area (blocks 29 and 30), unless you are advised
otherwise. Block 29 will contain the amount of your pay for the 15th of the month, afirbTock 30 will contain
the amount of your pay for the 30th of the month. if the actual amount of your pay is different from the
amount in block 30 by $5, either more or less, you will receive an advice-of-deposit notification giving the
actual amount of your pay for that payday. The amount for the payday of the 15th will not differ from the
amount in block 29 unless you enter a nonpay status. The amount In block 29 for the payday of the 15th end
the amount in block 30 for the payday of the 30th (or the amount on your advice-of-deposit notification, as
appropriate) are the amounts that you should enter in your check register, savings account record, credit union
deposit record, or other record of your account at your financial orcanication.
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Answer the following questions and check your responses against those listed at the end of
the study unit.

1. List the four features which are beneficial to Marines being paid W Direct Deposit.

a.

b.

C.

d.

2. To elect participation in Dire.: Deposit, you must tile an SF 1199A. The form must be obtained from
your

a. commanding officer. a. financial organization.
b. disbursing officer. d. legal assistance officer.

3. To determine the amount of money deposited to your account wider Direct Deposit, you should

a. ask your financial organization.
b. ask your disbursing officer.
a. check the monthly bank statement you receive.
d. cheek the amount forecast in block 29 or 30 of your LES, Wass your are advised otherwise.

SUMMARY REVIEW

In this study unit, you learned to identify at least three services offered by different types of financial
organizations: combination accounts, bill paying accounts, and the use of credit cards to back up checking
mounts. You learned that the most important reason for having a checking account is to keep from carrying
or leaving large amounts of cash around. You learned to define what a deposit slip, a cheek register, a check,
and a bank statement are. You also learned how to prepare deposit slips, a check register, and cheeks, to
identify different types of check endorsements, end to reconcile a °hooking account. You learned that
commercial banks usually offer the lowest interest rate on savings accounts, that credit unions base their
membership on a common bond, end that you should not place all of your funds in a specified term account in
case of emergencies. Finally, you learned that Direct Deposit offers four benefits to Marines: your pay is
deposited in your account on paydays there is no waiting for mail delivery for your pa,yeheek; you will not have
to stand in line waiting toeash or deposit your Paycheck; and there is no chance of your cheek being lost or
stolen. You also learned that you should go directly to your financial organization to enroll in Direct Deposit,
and that you should check blocks 29 and 30 of your LES to determine the amount deposited to your account
unless you are advised otherwise.

Answers to Study Unit /2 Exercises

Work Unit 24.

1. b.
2. d.
3. a.

Work Unit 2-2.

1. it is unwise to carry or leave large amounts of cash around.
Z. d.
3. a.
4. b.
5. e.
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Work Unit 2-3. (TRANSACTIONS 111)
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8. d

JOHN Dot
6789 MAIN MTh
PINISIONE. MO WM

PAY 10 IHI
ORM It 01 Atm. ZDnvin

Thal Stets Desk
SMIGnad Meese
Mho eft*. MO *MN

mn

1: 10 10

NO.

19-1L 804408

alb_ Dna_

214680 57622000

LARS

/OM pot
6741961AIN SSSEES

PINESIONI, MO 64030

PAY TO THE .

ORDER OF Gloomy

17 dia., 1991._
NO.

MON
1-61C7-

s 221

litAtithp Aar eaul !too --- ---,DOLLARS
First State DAM

%-

subOrmiSontst

NI Mtn, Atli

1: /0 /0 246810 5762200

POMPOM. MO 64030 afAa
NO. --g--

-76rir004999

JOHN 00E
6789 MAIN SUMS

PAY 10 HIORO/11 01 Althithani_20Modan$1
SO* tlird. 1%r

First State Bank
4.6611 51. I

tabk* a*. NO SIM
WI

tAk Eank-
0:10101 0: Mao S762200

ep011ARS



www.manaraa.com

a

9, h

VI a

JOHN 001 I--67.9 MAIN SIRIII
FINISIONI. MO 64030 41alti 19 xi

NO.

804889
1010

PAY 101111
01101R 01 Alit eAtatliA pitikkt,

env , LARS

First State Sank
5515Ott,M !IWO

. MO SSW
I1 SU) germ- au.

LO 10 1 1: 2141310 576 2 20115

JOHN Doi
6789MAIN 511111
IN(SIONI, MO 64030

ORI R 01
PAY 10 Jul

D

"'rot ate Bask
$48) Good /Mract
PliwoMeie. 40881116

MI OM/ AVIWA-

tliait, 19_11_

GUARS

s: 10 10 I: Mao 576 2 20o

JOHN DOE
6789 MAIN 511(11

PINE STONE. M061030

NO. 11.
19_IL

804110
10W

(ITOtf (1)t 01 71 cludeA_ chime/Ay I /652

90L L ARS

First State Sea&
3455e/64bl Slesel
Pihe tow. MO 51)14

stO sin "TV ehanwilt dita.

I: LO 10 1 1: Mao 576 2 200

JOHN Doi
6789 MAIN 511111
FINE STONE. MO 64010

PM 10 1111
OKI/11101

2/ thit, T9 V
NO.

8049118
W1 (To

First State Sank
Cwayad tte*.

Possoetoio. MO I MNVP -.441AalletediL 10/11Le 4011A-.

1:10 10 1 21,6130 S76 22010

DOLLARS

2.39



www.manaraa.com

Work Unit 2-3. (QUESTIONS 12-14)

12. a.
13. that you mist never write °heels in mem of the amount you have in your checking amount.
14. e.

Work Unit 2-4.

1. b.
2. b.
3. b.
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Work Unit 24.

1. 0.
2. b.
.1. there is a possibility you may need the funds for an emergency.

Work Unit 2-6.

1. ts. your pay will be automatically deposited in your account on payday.
b. no waiting for mail delivery to get your paycheck.
c. no standing in line at your financial organization.
d. safe deposit of your pay; no chance of your check being lost or stolen.

2. c.
3. d.
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STUDY UNIT 3

CREDIT, LOANS, AND LARGE PURCHASES

STUDY UNIT OBJECTIVE: UPON SUCCESSFUL COMPLETION OF THIS STUDY
UNIT, YOU WILL BE ABLE TO LIST SEVEN GUIDELINES WHICH MUST BE
FOLLOW En REGARDING THE USE OF CREDIT AND TO IDENTIFY THE FIRST
THING TO DO IF YOUR FINANCIAL SITUATION REACHES A CRUCIAL STAGE.
YOU WILL BE ABLE TO LIST THREE GUIDELINES TO BE FOLLOWED IN
CONSIDERATION OF OBTAINING A LOAN. YOU WILL BE ABLE TO LIST FIVE
MAJOR CONSIDERATIONS WHICH MUST BE MADE PRIOR TO PURCHASING A
RUM AND TO DEFINE THE TERM "ESCROW ACCOUNT." YOU WILL ALSO
BE ABLE TO UST FIVE EXPENSE ITEMS WHICH MUST BE CONSIDERED PRIOR
TO PURCHASING A MOTOR VEHICLE, AND TO IDENTIFY WHEN STATE SALES
TAX MUST BE PAID ON THE PURCHASE OF A MOTOR VEHICLE.

Section I. CREDIT AND LOANS

Work Unit 3-1. CREDIT

LIST THE SEVEN GUIDELINES TO BB FOLLOWED REGARDING THE USE OF CREDIT.

LIST TWO ANNUAL RATES OF INTEREST.

Credit, In literal sense, means "buy now, pay later." Credit permits you to purchase goods as you need
them, but pay for them over a pert J of time. It credit were not available, very few people could purchase a
home, an automobile, furniture, television and stereo sets, and many other items costing more money than
they have available from their regular pay for such purchases. And if only a few homes were built, a few ears
manufactured, etc., the many people employed In these industries would be out of work. The economy of our
country, and of the world, is very dependent upon the availability of credit to consumers.

The system of credit is, in effect, a loan of money, and you always pay extra when you borrow money.
The use of credit can help to ensure a reasonable standard of living for you by permitting you to purchase an
item such as a home or automobile to use and enjoy immediately while paying for it over a period of time

Credit is not, however, a substitute for sound financial management and systemaas savings. The
improper use of credit ear. nreate big financial problems. If you have used credit improperly and have a
financial crisis now, you must take immediate steps to work out this problem. This study unit will help you
avoid misusing your credit in the %toe.

Seven guidelines regarding the use of credit are listed below. They should be carefully noted now, and
reviewed whenever you anticipate making a purchase on credit.

Use credit only for necessary goods priced much higher than you can afford with one or two
cheeks. Be certain the item is really necessary right now. Do you need it immediately or could you wait a

few wee s or months until you could buy it for eash?

Use ered.. for goods having a useful life which is longer than the period of time that you are making
payments for them. It can be discouraging and disappointing to be making payments on an item which can no
longer be used, such as an automobile which no longer runs, or furniture which has worn out and must be
discarded.

'Make as large a down payment as possible. Can you wait a few weeks or months to purchase the item
while you save money for a larger down payment? This will reduce the amount of your payments, the number
of months you must make payments, or both.

Set a spending limit for the amount monthly paymeoc. Be certain that you will be able to
include the monthly payment within your budget tuerflt is due.

'When you have finished paying for an itetrrpurchased on credit, do not be tempted to but another
item immediately. Instead, try to put the amount of money that covered the monthly payment into your
savings, or use the money to pay off other itc ms elreely purchased on credit.

3-1
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Pay in excess of your minimum monthly payments. If you find it possible within your budget to pay
5 or 10 dollars more than your minimum monthly payment, do so. You'll end up paying the bill more quickly
and, in most cases, pay less by avoiding some of the finance ()barges.

fleyond those just mentioned, the most important guideline regarding credit is the rate of interest you
must pay for' its use.

In the past, nearly all business concerns which dealt with the use of credit cards or time-payment plans,
e.g., department stores, oil companies, etc., and bank credit cards, such as VISA and Master Card, called for a
finance charge (interest) of 1 1/2 percent on the unpaid balance of your account per month. Some still charge
1 1/2 percent. Yet many companies have begun charging approximately 1 4/S percent interest, and they
charge the interest from the date of purchase as opposed to once a month on the unpaid balance of your
account.

Neither of the interest charges sound as if they amount to much, yet when computed on an annual basis,

1

/2 percent per month is IS percent, per year, and 1 4/5 percent per month is approximately 22 percent, per
year!

In the previous study unit, it was mentioned that you should "shop around" at various financial
organizations to see what different types of services or accounts they offered. The same applies to the use of
credit. Although most companies basically charge the same rates of interest, some may offer a lesser charge
or no charge at all as an incentive for you to do business with them. Therefore, it is also wise to "shop around"
where credit is concerned.

Probably the biggest disadvantage regarding the use of credit is that itts too easy to use, and almost
encourages unnecessary spending. To avoid such spending, only carry you, credit cards when you actually plan
on purchasing an item or service on credit. Otherwise, impulse buying is almost a certainty. If you find that
this works for you, be sure to store your credit cards in a safe place to avok' their loss or theft.

Proper use of credit can best be accomplished by planning for its use. Only after a careful study of your
financial situation (to include preparation of a new budget) can you really decide whether or not to use credit.

E' ERCISE: Answer the following questions and check your responses against those listed at the end of
this study unit.

1. List the seven guidelines you must fellow concerning the use of credit.

a.

b.

C.

d.

e.

f.

4116m-am..

2. Based on current monthly rates of interest (1 112% and approximately 1 4/5%), what are the annual
rates of interest?

1 I/296z _96 and I 4/506's %

Work Unit 3-2. I.OANS

IDENTIFY WHAT TO DO IF YOUR FlNANCiAL SITUATION REACHES A CRUCIAL STAGE.

LIST THE THREE clUIDELINES TO BE FOLLOWED IN CONSIDERATION OF OBTAINING A
1.0 A N.

Obtaining a loan does not always have to be considered disadvantageous. Loans, which are a form of
credit, fire made for many necessary p'irposes, e.g., to purchase a house, automobile, furniture and appliance:,
etr,, to finance the coat ct trips, vote. dons, or moving, or to pay for major home or automobile repairs.

3-2
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Another reason for borrowing money, which is considered disadvantageous and should be avoided if at all
possible, is to borrow money because you owe money. The old adage of "robbing Peter to pay Paul" applies.
This type of loaianntended to help consolriate many debts into one debt. An advantage could be gained, in
that your one monthly payment may be smaller than the total of many monthly debts, Olio loan often
involves a much longer repayment period, and more total interest must be paid out. Except under special
circumstances. it is always better to let your debts stand than to consolidate. As opposed to consolidation, an
alternative does exist if your financial situation is at or near a crisis stage. The alternative is to see your
legal assistance officer, who will review your situation and recommend action to resolve your problems and
help you obtain a sound financial condition.

In addition to the guidelines previously mentioned concerning credit (most of which apply), there are three
ri2a& guidelines which exist concerning loans: choosing the right financial organization, ensuring that a
prepayment penalty clause does not exist, and knowing all of the facts about your loan.

Choosing the right financial organization. There are many kinds of lending institutions and loan plans.
Some advantages and disadvantages of these ore as follows:

Credit unions are generally best-suited when it comes to borrowing money. They often require a
smaller down 1=a)fr.--ineri on new autos than other lending institutions and provide loans at a lower interest rate
than other sources. Mao, military credit unions normally authorize a borrower to transport mortgaged
property with a minimum of paper work. They may, however, require a member to maintain a share balance
equal to their monthly loan payment.

Commercial banks or savAr. and loan associations may offer lower interest rates on loans than some
finance companies, but usually require a much better credit rating.

Finance companies may be easier to obtain a loan from than the financial organizations listed
directly above. However, this may not really be au advantage if your financial record is bad or the amount of
the loan is excessive in comparison to the amount a more conservative lender will allow. Further, higher
interest rates are usually charged, and a prepayment penalty clause is not uncommon.

Pawl that a a ment nalt clause does not exist. Some credit contracts contain a clause limiting
your r to m e arger payments or to comp etc y pay o f the loan before the original term ends. Should
you want or need to alter the payment amount or term, a penalty would be assessed for paying off the loan
early. This precautionary information concerning prepayment is especially important for Marines because they
and their families move to different areas frequently and would not always want to continue a loan at their old
location; i.e., they might want to sell a home, oar, furniture, etc. before moving to a new location, possibly
overseas.

knowing all of the facts about your loan. You should be certain you know all the facts about your loan
before you sign a note or contract. The Consumer Protection Act, also known as the Truth in Lending Act,
requires that the lender give full disclosure of all costs of the loan, including the true, annual interest rate.
The lender must also tell you what the extra charges are, i.e., the interest rate and 517iital amount of
interest you will pay, if credit life insurance or health and accident insurance is required, if there are fees for
investigating your credit, or if there are any loan handling fees. Learn the total cost and get it in writing, to
include the monthly payment amount, the interest rate, and the length of timeWe loan will be In effect.

EXERCISE: Answer the following questions and cheek your responses against those listed at the end of
this study unit.

1. if you find that your financial situation is at or near a crucial stage, the first thing you should do is

a. obtain a consolidation loan. e. see your legal assistance officer.
b. get a part-time fob. d. ROville all of your creditors.
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2. List the three guidelines to be followed in consideration of obtaining a loan.

a.

b.

a.

Section II. LARGE PURCHASES

As previously mentioned in this study unit, many large purchase Items simply must be purchased on credit.
The two previous work units have provided guidelines concerning credit and loans. In addition to those
guidelines, there are other considerations which must be made prior to making large purchases. This section
will deal specifically with the purchase of a house and motor vehicle.

Work Unit :-3. PURCHASING A HOUSE

UST FIVE MAJOR CONSIDERATIONS WHICH MUST BE MADE PRIOR TO PURCHASING A
HOUSE.

DEFINE THE TERM "ESCROW ACCOUNT."

The largest purchase most people make during their lifetime is the purchase of a house, and some
consideration should be given to the following items before making such a purchase:

Location. Is the house near schools, churches, a shopping center, a hospital, and public
transports on?.

Servo:us. Are police and fire protection, trash disposal, medical service, etc. available?

Condition of property. Will expensive repairs be needed soon (such as new roof, plumbing repairs,
electrical repairs, heating, etc.)? Will you need to purchase appliances, carpeting, drapes, etc.?

The above is only a partial and somewhat minor list of things everyone should consider when buying a
home. Five matt considerations which must be made are as follows:

Down payment on loan - though not always required, can be a substantial amount (thousands of
dollars) and must be paid immediately.

Closing its on lone: - at least several hundred dollars and must be paid immediately. Closing costs
are miscellaneous charges p*Tid at the time the house is purchased, and may include property taxes, loan
origination fees, title insurance, property inspection or survey fees, and legal fees.

Insurance premium - to cover loss to home and/or contents. You are usually required to pay the first
year's premium Tm mediateiy.

Utility deposits - often required by each utility company and can be expensive if you have had no
prior service.

*Cost of assessments, taxes, insurance, etc. - Billings for special assessments, taxes, and insurance
premiums are usually made annually. Sometimes they are paid directly by the owner, but more often are paid
by the mortgage company from an escrow account. Each month a portion of your mortgage payment goes
toward a "fund" (your escrow am.ount) for payment of your annual insurance premiums and taxes. Most
mortgage companies require that an escrow account be maintained. If the amount of your taxes, special
assessments, or insurance premiums increase, the amount of your monthly mortgage payment will also
increase, so that the proper amounts will be in your escrow account when the bills are due. Most mortgage
companies adjust their esertw accounts each year, and you can be asked to pay an additional amount
Immediately if your escrow account does not contain enough money to pay your current charges. Then, your
monthly mortgage payment will be increased so the correct amounts will be svallable next year.

3-4
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Many Marines are probably nut yet concerned about purchasing a home, but the time may come when they
will need to consider it. If you are interested in buying a ho.ne, you :night cheek with your legal assistance
officer to get a more detah...d explanation of what is involved. At any rate, do not be discouraged or
frightened away from hone ownership by the process of buying house. If you can afford it, home ownership is
certainly a wise investment.

EXERCISE: Answer the following questions and cheek your responses against those listed at the end of
this study unit.

1. List five mar considerations which must be made prior to purchasing a house.

a. --- ..... .1
b.

c.

d.

e.
memmeeme ... .. Mr ... em Am ......we meme

..m.mmem.

.

wm

2. Most homeowners have annual bills for taxes, insurance premiums, or assessments on their home paid
by their inortguge company from what type of an account?

Work Unit 3-4. mom VEHICLE PURCHASES

LIST THE FIVE EXPENSE ITEMS WHICH MUST 135 CONSIDERED PRIOR TO PURCHASING
A MOTOR VEHICLE.

IDENTIFY WHEN STATE SALES TAX MUST SE PAID ON THE PURCHASE OP A MOTOR
VEHICLE

Motor vehicle ownership carries a big responsibility and can be very expensive. As referred to in this
work unit, the term motor vehicl" includes ears, trucks, vans, motorcycles, recreational vehicles, and in some
instances, boats. Five expense ite as which result from motor vehicle ownership will be discussed in this work
unit. They should be carefully consioer .d before a decision to purchase is made. The expense items are as
follows:

State sales tax. In many states, a seller (new or used motor vehicle dealer or private individual) does
not collect stite71a es tax on the transaction. The buyer must pay this tax when the title registration and
license plates are obtained. Tnis can be a large amount (several hundred dollars on a new car). Be certain that
you have considered this item when budgeting for a motor vehicle purchase.

Personal property taxes. Many counties or cities assess a personal property tax on vehicles, and
require that this tax be paid before you are permitted to purchase your license plates.

insurance. Insurance is very expensive, and the cost is constantly rising. Most states require that you
carry at least personal liability insurance, which covers other cars in an accident, but which does not cover
your vehicle. You can iose your driver's license in these states, as well as be fined, if you are at fault in even a
minor accident and do not carry liability insurance. Most lenders require that you also carry comprehensive
insurance to cover the cost of repairs for damage caused by weather (hail, flood, etc.), theft, or vandalism,
and collision insurance to cover the cost of vehicle repair when your vehicle is damaged in an accident during
the term of the loan. Insurance rates vary from state to state, but are usually higher for males under the age
of 25. Therefore, male Marines in this age bracket will probably have an exceptionally high insurance cost.

The comprehensive and collision insurance mentioned above will probably have a deductible clause. This
ncsns that the vehicle owner will have to pay the first $50, $100, or whatever amount the deductible is of the
cost for repair .4 the damage. Unfortunately, this is true for each loss you have, so if you have two or three
losses, this item alone could mean a $200 or $300 unplanned expense.
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*Warranties and repairt.. Most new vehicles carry a factory warranty, and although the length of the
warranty varies from manufacturer to manufacturer, it does protect you for a specified period of time. Some
used vehicles purchased from a dealer include some type of warranty, but there is usually no warrantPi
guarantee on a car purchased from an individual. When your warranty expires, or if you did not have one, you
could have fairly large repair expenses. Would your budget have room for these?

*Operation and maintenance. In addition to the known and possible expenses mentioned above, you
will have the cost of your monthly payment, as well as the actual cost of operating the vehicles gasoline, oil,
new tires, tune-ups, etc.

After considering the above, you must determine whether your present financial situation will permit
automobile ownership at this time. What are the alternatives? Could you car pool or use base or public
transportation? is an automobile mandatory for you at this time? If it is, ensure that your budget an be
changed so that you will have the funds necessary for vehicle ownership, operation, and registration.

EX EROS& Answer the following questions and check your responses against those listed at the end of
this study unit.

1. When purchasing a motor vehicle, state sales tax is

a. collected by the seller.
b. collected by the buyer.
c. paid by the seller at the time of purchase.
d. paid by the buyer when the title registration and license plates are obtained.

2. List the five expense items which must be considered prior to purchasing a motor vehicle.

a.

b.

c.

d.

e.

SUMMARY REVIEW

In section I of this study unit, you learned that the most important guideline regarding the use of credit is
the rate of interest you must pay for its use, and to identify other guidelines which exist concerning the use of
credit. You learned that two at:1_1W interest rates are 18 and 22 percent. You learned that when considering
whether or not to borrow money, you should choose the right financial organization, know all of the facts
about your loan, and ensure that your loan does not have a prepayment penalty clause. You also learned that
you should see your legal assistance officer should your financial situation reach a crucial stage.

In section 11 of this study unit, you learned that you must consider five itk facets of home ovmerstilpt
the amount of the down payment and closing costs, the cost of insurance prenlinns and utility deposits, and
the cost of assessments, taxes, and annual insurance. You also learned what expense items must be considered
prior to purchasing a motor vehicle' state sales tax and personal property taxes, the cost of repairs, operation
and maintenance, and the cost of insurance which may be required.

Answers to Study Unit #3 Exercises:

Work Unit 3-1.

1. a. Use credit only for necessary goods having a price tag much higher than you can afford with one
or two paychecks.

b. Use credit for goods having a useful life longer than the period of time you must make payments
for them.

3-6
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c. Make as large a down payment as possible.
d. Set a spending limit for the amount of your monthly payment.
e. When you have finished paying for an item purchased on credit, do not be tempted to buy another

item immediately.
f. Pay in excess of your minimum monthly payments If possible.
g. The rate of interest you must pay for the use of oredit.

2. 1896 and 22%

Work Unit 3-2.

1. 0.
2. a. Choose the right financial organisation.

b. Know all the foots about your loan.
o. Ensure that a prepayment penalty °louse does not exist.

Work Unit 3-3.

1. a. The down payment on ti I loan.
b. The closing costs on the loan.
c. Insurance premiums.
d. Utility deposits.
e. Taxes, annual insurance, assessments.

2. an escrow account.

Worst Unit 3-4.

1. d.
2. a. The cost of insurance.

b. The rest of repairs.
c. The cost of operation and maintenance.
d. State sales tax.
e. Personal property tax.
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4t LA)PY AVAILABLE

STUDY UNIT 4

THE LEAV E AND EARNIN(IS STATEMENT LEM

slimy UNIT 1?: UPON SUrCESSFill, COMPLETION OF THIS STUDY
UNIT, YOU WILL RE ABLE TO IDENTIFY WHERE INFORMATION CAN IW
LOCATED ON THE LER, STATE TWO PURPOSES FOR tIT11.17.IN(1 THE
FORECAST AMOUNT; DUE ON THE LES, AND IDENTIFY WHO TO SEEK
ASSISTANCE FROM W YOU I)IS('OV ER AN ERROR OR HAVE QUESTIONS
CONCERNING YOUR LES. YOU WILL BE ABLE TO IIIDEFLY DESCRIBE EArli
AREA IN BLOCK 27 OF THE LES AND TO COMPUTE A FUTURE I.F.AV
BALANCE, YOU WILL In ABLE TO BRIEFLY DESCRIBE EACH OF THE RIX
AREAS IN SECTION P OF THE LES, STATE THE DIFFERENCE BETWEEN
CONTINUINci AND ONE-T1ME ELEMENTS OF PAY, AND LIST THREE
EXAMPLES OF HACK YOU WILL HE AMP, TO COMPUTE NORM PAY BASED
ON INFORMATION CONTAINED IN SECTION F OF THE 1,ES AND To IDENTIFY
THE DIFFERENCE BETWEEN NORM AND VARIABLE PAY. Y011 WILL ALSO IIE
AWE TO STATE THE THREE-STEP PROCESS USED IN NORM PAY
COMPUTATION, AND WHY DELAYS MAY OCCUR IN THE PROCESSING OF A
PAY ADJUSTMENT.

Each Marine on aetive duty is furnished a leave and earnings statement (LES) on a monthly hasis. The LES
gives detailed information covering the individual Marine's pay account for the eLevioits month and provides
foreeasted remounts due for the paydays of the current month, Using your LES eanTe7ef great henefit when
preparing a hudget, but more importantly, the TES -Frovides A detailed accounting to each Marine of their
leave balance, Pay entitlements and deductions, and pay received.

Section 1. THE LES AND THE LEAVE AccouNT,

Work Unit 4-1. THE LES

IDENTIFY WHERE INFORMATION CAN BE LOCATF.D ON 111F. LES.

STATE TWO PURPOSES FOR UTILIZING THE FORECAST AMOUNTS DUE ON THE LES.

IDENTIFY WHO TO SEEK ASSISTANCE FROM IF YOU DISCOVER ERRORS OR HAVE
QUESTIONS CONCERNING YOUR LES.

The LPS, which is actually a printout of pay and personnel data stored in a computer at the Marine Corps
Central Design And Programming Activity (Mc-'1)PM in Kansas eity, Missouri, is el three-part form. Each
Marine receives the original (white) copy, the servicing disbursing officer receives the duplicate (whits) copy,
and the commanding officer receives the triplicate (pink) copy.

You must understand that each LES you receive covers your pay Recount for the wevious month. The LES
is usually produced and distrihuted by the 111th or the month. For example, an LES reef. vett on the 10th of
Oetower would rover the period 1 through 30 Septemhere an LES received on 10 January would cover the period
1 through 31 Decemher, and so on.

I'M I.F.S is divided into seven sections, identified as A, R, C, 1), E, F, and (;, and each section is further
divided into areas identified by Mock numbers. Pertinent information is printed within these hloeks which
applies to the individual Marine for whom the LES was prepared. Although this study unit will mainly deal
with information contained in sections D and F, you should familiarize yourself with all or the sections and
hloeks on the LES.

Study the LES contained in figure 4-1. Read each section, hloek by Mork. It you /tome to a block you are
not familiar with, utilize the legend printed on the reverse of each LES (see figure 4-21. liy doing this, you will
learn where each block is located on the LES as Well as its purpose. Also, in attemptintt to determine whet
effect certain changes to your pay or personnel data may have on your LES, you will know where to look for
these chews to eerier,
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There are two common purposes for utilizing the forecast amounts due contained in blocks 29 and 30 of
your LES. The first is to verify in advance of your next payday whether or not certain events affecting your
pay account have been properly accepted by the computer, and the second is simply to determine the amount
you are scheduled to be paid during the current month.

For example, assume that you are promoted to the next higher grade effective 1 September and that you
received your LES for the period 1 through 31 August on 10 September. How can you determine in advance of
the payday for 15 September whether or not your promotion was correctly recorded and tecePted by the
computer? Look at blocks 29 and 30 of your August LBS. Block 29 will forecast the scheduled payment for
the September midmonth payday, and block 30 will forecast the scheduled payment for the end of September.
If your promotion was properly recorded and accepted by the computer, you should notice a marked increase in
the amounts forecast on your LES for the two September paydays.

You can further verify that your promotion was properly effected when you receive your next LES
(covering the period 1 through 30 September) since this LES will reflect the new data resulting from your
promotion. In section B, block 8, your new grade will appear. In section C, blocks 18 and 21, you will notice
an increased amount of taxable income and PICA wages. In section F, many changes will have occured. With
but a few execeptions, nearly all of your entitlements will increase, i.e., basic pay, quarters allowance, sea or
foreign duty pay, variable housing allowance, etc. And since you are earning more taxable income as a result
of your promotion, you will notice an increase in the amount of your state end Federal income tax deductions.

Another example of utilizing block: 29 and 30 of your LBS to verify whether or not a pay action has
processed fn your account is as follows:

Assume that you have been receiving $225 per payday and that you are transferring to a new duty station
next month. After completing a new budget, you have decided that you will need $300 advance pay to be
repaid in six monthly installments. You receive the advance pay on 20 August which means that the
repayment will commence in September at $50 per month ($300 - 8 a $50). Based upon this example, what
forecast amount should you expect to see in blocks 29 end 30 of your August L} $? Remember, you had been
receiving $225 per payday. Take a moment and develop an answer. If you determined that blocks 29 and 50
should have a forecast amount due of $200 per payday, you are correct. Repayment of the advance pay at $50
per month would be deducted over two paydays, thus, your pay would be reduced by $25 per payday.

In addition to other areas of your LES, nearly all pay and certain personnel transactions processed within
your account will have an effect on block 29, block 30, or both. 'Through practice and careful review, you
should be able to utilize the information provided in these blocks to your advantage by being able to tell
whether or not certain transactons have processed correctly into your account and what you can expect to
receive for the next two paydays.

It is wise to carefully review evert LES you receive. Even if nothing has occured within the previous
month which would affect your pay, a monthly review will help you to keep current regarding your pay and how
to use your LES. Although your disbursing officer and commanding officer share a co-responsibility to review
your LES, it is primarily mu/ responsibility to ensure that data contained on your LBS is correct. Should you
discover an error or have any questions concerning your LES, you should seek assistance at your administrative
office. Normally, your disbursing officer does not immediately become involved unless assistance is requested
by your commanding officer. When making an inquiry or seeking assistance, you should have the LES in
question with you and a specific inquiry in mind. Inquiries such as, "My pay is messed up," are extremely
difficult to respond to. Once you become accustomed to reviewing your LES, problems encountered or
detected should be easy to define and resolve.

In case you're wondering what to do with your LES each month after you have reviewed it and reported
and resolved any errors, you should file it in a folder with the rest of your LEP iris will provide you with a
complete and permanent record of your leave and earnings, and will be of v.. ticular assistance to you if you
need to refer to your LES's at a later date.
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EXERCISE: Answer the following questions and check your response against those listed at the end of
this study unit.

1. Utilizing the LES contained in figure 4-1, answer the following: (Note: Do not refer to the legend on
the reverse of the LES (figure 4-2) unless absolutely necessary.)

a. Assuming that you were recently married and have taken action to have less Federal income tax
withheld, what block would you check to see that the computer correctly changed your marital
status and number of exemptions? Block I

b. Assuming that you have just completed 2 years of service in the Marine Corps, what block on the
LES would you check to verify that the computer has correctly identified and upgraded your
account to reflect thus? Block I

c. What blocks on the LES would you check to determine how much you are scheduled to be paid
during the current month? Blocks I and

2. What are two purposes for utilizing the forecast amounts due on the LES?

a.

b.

3. If you discover an error or have questions concerning your LES, you should seek assistance at your

a. disbursing office. a. legal assistance office.
b. administrative office. d. supply office.

Work Unit 4-2. THE LEAVE ACCOUNT

BRIEFLY DESCRIBE EACH AREA IN BLOCK 2? OF THE LES.

COMPUTE A FUTURE LEAVE BALANCE.

A large percentage of all overpayments which occur upon separation from the Marine Corps are as a
result of excess leave or miscomputation of lump sum leave (LSL) settlement. Therefore, leave accounting
should be of particular importance to all Marines. No one can easily afford the lov, of pay and allowances due
to excess leave while on active duty, nor can they afford en indebtedness upon separation during transition to
civilian life. By learning to audit your leave account and knowing what your leave balance is at all times, you
can avoid becoming overpaid or entering an excess leave status.

Block 27 of section D an your LES (depicted below) contains the information you will need to know. An
explanation of each area within block 27 appears in the legend on the reverse of each LES. A more detailed
explanation, with accompanying text, is as follows:

LV BF
iwernorr1 , 1r ramI

- Leave brought forward. This is the number of days and/or half days of leave due or
advance at the end of the preceding period (the previous LEE balance).

Half days are written as .5. Thus, twenty-one and one-half days would be written as 21.5. When an
advance leave balance exists or is brought forward Cleave taken in advance of that earned), a minus sign () will
pWa the number of days.
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F.4shishD - This is the number of days leave earned during the period covered.

Marines earn leave at the rate of two and one -hail days for each full month of active service. When
active service begins or ends on an intermediate day of the month, leave is earned according to the following
table:

NUNN OF
DAYS SERVED

1 through 6
7 through 12
13 through 18
19 through 24
25 through 31

AMOUNT OF
LI:AVK hAlt N F.1)

0.5 days
1.0 days
1.5 days
2.0 days
2.5 days

For example, assume that you entered active service on 13 April. Since you served on active duty for UP
days during the month of April (from 13 through 30 April), you would earn 1.5 days leave for that month. If
your active service ended on 13 April, you would earn 1.5 days for active service of 13 days (from 1 through 13
April).

Leave is only earned while in a good duty status. Leave is not earned during periods of time lost. For
example, leave is not earned during periods of confinement resulting/rom a court-martial sentence, nor during
periods of unauthorized absence (UA) or confinement by civil authorities, unless the absence is excused by your
commanding officer. Also, leave is not earned during periods of excess leave, which will be explained below.
Though others exist, these are the most common statuses for which leave is not earned. These periods are
referred to as nonaccrual periods. When computing nonacerual periods for leave not earned, the number of
days time lost in each individual month is totaled. One-half day of nonaccrual win then be awarded for each
6-day period (or portion thereof) according to the same table used for leave accrual.

Nor example, assume that a Marine was UA from 10 through 12 August and the absence was not excused.
Dow many days leave would the Marine accrue for the month of August? The answer is 2 days. One-half day
would be "unearned" for the 3 days time lost. Or, assume that the same Marine was also UA from 17 W411
26 August. In this instance, the Marine would only accrue 1 day of leave for the montE7 August since a
of 13 days time lost would result in 1.5 days nonaccrual.

USED - This is the number of days leave or delay charged since the previous LES was prepared.

BALANCE - This is the number of days leave due as of the end of the period covered.

0/1..XC ES8 This is the number of days leave charged without pay for leave taken in excess of ',Ave
that can be earned through the expiration of current contract (ECC) date (block 10 of
the LES).

OMA X LV - Maximum leave accrual. This is the total number of days leave that can be accrued
.tcCitU Ai. through the current ECC date (block 10 of the LES)

This area will be utilized to assist in computing a future leave balance. This is extremely important to
you, because its proper use can prevent an excess leave status and anis+ you in planning for leave you wish to
take.

For example, assume that you are planning to take 15 days leave over the Christmas holidays. Your
current leave balance is 2.5 days as of 31 October, and your 5CC date is 31 March of the following year. Will
you ecrue enough leave through your 5CC to avoid an excess leave status if you take 15 days leave? Yes, you

assigning that no other leave is taken prior to your ECC and that no nonaccrual periods occur. The "MAX
LY ACCRUAL" area on your October LES will indicate that you can earn 12.5 days of leave through your ECC
for 5 full months of remaining service (1 November through 31 March (0 2.5 days earned per month,
.t i 2.5 12.5.) The leave you can accrue through your ECC plus the 2.5 days balance due as of 31 October
total 15 days. Thus, you would not enter an excess leave status under these circumstances.

As another example, assume that as of 30 Aprii your leave balance is in an advance status of 25 days
(-25.0) and your ECC (Ate is 15 June of t le following year How many days leave could you take prior to your
EU: without entering an excess leave status? The "MAX LV ACCRUAL" area of block 27 will show that
34.0 days can be earned for 13 full months and 15 days remaining service (t3 months (I 2.5 days earned per
month, and 15 days 41 1.5 days earned, 13 X 2.5 r: 32.5 + 1.5 = 34.0.) Thus, you could take 9 days leave prior to
your LCC without entering an excess leave status sine++ the advance balance of -25.0 days will be offset by
leave earsieu 1-25.0 + 34.0 = 9.0).
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Two important things to remember about computing a future leave balance are that tne "MAX LV
ACCRUAL" is based on your current ECC date, and that when computing future leave balances, you must
consider all leave you may wish to take prior to your ECC, not just one period at a time. Otherwise, should an
emergency 'litigation arise, you may be forced to ttce leave which will be excess leave, or you could be denied
halve altogether.

.1.0ST 'This is the number of days accrued leave in excess of 60 days which must be dropped (by
law) due to the change in the fiscal year. (accrued leave in excess of 60 days cannot
normally be carried forward from one fiscal year to the next.)

You should now be familiar with each area in block 27 of the LES and should be able to readily identify
errors which rely occur. As with pay and personnel data, it is also each Marine's responsibility to ensure that
!owe data is correctly recorded and computed on the LES. If you take a period of leave which does not appear
on your LES soon thereafter, you should immediately advise your administrative °Mos. The error will
invariably be discovered at a later date, and late reporting of the period will reduce what appeared to be your
current leave balance or possibly result in a charge for excess leave.

With knowledge of the information provided in this work unit, you should now be able to audit your leave
IteentUlt and know what your leave balance is at all times. By doing so, you can avoid entering an excess leave
status ( whirh would result in a loss of pay And allowances), and you can ensure that your leave account Is
correet.

EXE* .4 !Nit: Ammer the following questions, and check your responses against those listed at the end of
this study unit.

1. Describe, in brief, what information will be shown in each area of block 27 on the LIES.

a. LV BF -

h. EARNED -

r. U SEI) -

.111=6.11M

d. HAI. -

e. EXCESS -

f. MAX ACCRUAL -

r. LOST -

M1.1.111

2. Using the leave accrual teble furnished on page 4-6, answer the following!

A Marine has an advane leave belanc:;. of 21.0 days as of 31 August, an ECC date of P. July of
the following year, no periods of nonacerual, and takes no further leave. What will the Marina's
leave balance be it the ECC date?

b. A Marine has a leave balance of 10.5 days as of 31 March. The Marine was in an unauthorized
absence status from 2 throe h C April end from 7 through 16 April. What will the Mu1ne'e leave
halm e be as of 30 Apr

e. A Marine is considering going on leave for 15 days, has a leave halal ce of '4.0 days as of 30 June,
and hap an ECC date of 31 Augus of the same year. What will occur if the Marine is allowed to
i:o on leave for 15 days?
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Section II. SECTION F OF THE LES AND PAY COMPUTATION.

Work Unit 4-3. SECTION F OF THE LES

BRIEFLY DESCRIBE EACH OF THE SIX ARMS IN SECTION F OF THE 1.1'S.

STATE THE DIFFERENCE BETWEEN CONTINUING AND ONE-TIME ELEMENTS OF PAY,
AND LIST THREE EXAMPLES OF EACH.

Many Marines are often confused or bewildere. ,noncerning their pay, but this simply does not have to be
the case. You owe it to yourself to become as 1Wenly aware of your pay entitlements and deductions as
possible. Probably the best source for obtaining this knowledge is your monthly LES, particularly section F of
your LES.

Section F of the LES contains six areas. A brief description of each follows:

BROUGHT
01P-7WItD

EN'rITLEM EN TS

DEDUCTION S

PAYMENTS

9c ARMED
FORWARD

REMARKS

This is the amount of money carried forward from the previous 1,P.S. The amount utny
be none, an amount unpaid, or an amount overpaid. An amount overpaid will be
preceded by a minus sign (-).

This is an itemized listing, with amounts, of all one-time or continuing entitlements to
pay and allowances.

This is an itemized listing, with amounts, of all one-time or continuing deductions made
from your pay account.

This is a listing with amounts and payroll data of all regular (scheduled inidmonth and
end-of-month) and special (other than midmonth and end-of-month) payments made to
you.

This is the amount unpaid or overpaid at the end of the LES period. The amount will be
carried forward to the "brought forward" area of the next I,ES. Amounts overpaid will
be preceded oy a minus sign (-).

This area is not actually entitled "REMARKS," but appears immediately following the
"CARRIED FORWARD" area. This area will contain information printed as a result of
data entered to the pay account by various means of input or data that results from
normal internal computer transactions.

The above descriptions of the "BROUGHT FORWARD," "PAYMENTS," and "CARRIED FORWARD" areas
of section F are fairly self-explanatory. The remaining areas, however, require further explanation, beginning
with the "ENTITLEMENTS" area. First, however, you must know that the difference in continuing and
one-time elements of pay (entitlements and deductions) is that continuing elements are used when computing
"norm" pay due, while one-time elements are not. This is very important in understanding the process of pay
computation, which will be discussed in detail in the next work unit, and in recognizing the elements as they
appear on your LES.

The "ENTITLEMENTS" area of section F will reveal exactly what your current entitlements are. You
Must first understand the two types of entitlements which will appear in this area. The first are those which
appear on a continuing basis, and include, but are not limited to, entitlements such as basic pay, quarters
allowance, clothing maintenance allowance, variable housing allowance, and pay for performing sea or foreign
duty service, aviation duty, or spatial duty assignments (drill instructors, recruiters, etc.). Continuing
entitlements are used to compute a regular or "norm" amount of pay due.

The other entitlements which appear in this area are those which occur on a one-time basis. Examples of
these types of entitlements include, but are also not limited to, payment of advance pay, enlistment and
reenlistin-nt bonuses, leave rations or :-....iparate rations for proceed time, temporary lodging allowance, etc.
Other one-time entitlements are those which may appear as a result of adjustments made to your pay account
by your disbursing officer or commanding officer. One-time entitlements will not be used in computing a norm
payment, since they do not occur on a continuing basis. Rather, they will effigy an increase to your Pay7hig
NIce. Futher clarification and methods of computing pay based on continuing and one-time entitlements will
be provided in the next work unit.
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Inc Nisi area for diseivision, the "DliDLICTIONS" area, is very similar to the entitleinen's area.
'olitititsing and one Alum deductions from your pay Recount will be made hare, and affect your pay in the same

mummer as continuing entitlements do. That is continuing deductions will be used in computing your norm pay,
while one-time deductions will not. F.xamples of continuing deductions include, but are not limited to,
allotments, 1ederni income tax (till'W), social security tax (PICA), state income tax (SITW), Servicemen's

Life insuriinee 11,11, contributions to the Veterans Educational Assistance Program (VEAP), Govern-
ment (porters cheekage, noujitilicial punishment or court-martial forfeitures, repayment of advance pay, and
liquidation of itillebte(Iness. F.xamples of one-time deductions include, but are also not limited to,
transpor lotion clieckfiges, clothing cheekages or issues, government property checkages, and excess costs for
shipment of household effects, Other one-time deductions are those which appear as a result of adjustments
made to your pay account by your disbursing officer or commanding officer. Further clarification and methods
of ismilaiting pay based on continuing and one-time deductions will be provided in the next work unit.

me filial area on the LES for discussion is the "REMARKS" area. This area contains information that
appears as free form printing, either OS a result of data entered into your account by your disbursing officer or
commanding officer, or tl.e t resulting feoni normal internal computer transactions.

Information will aibtketa in this area during each month that changes in your pay or pay status occur. For
!omph., n promotion or reduction in pay grade wiU be shown as "PAY GRADE CHANGED EFFECTIVE
(IA rio." Or, as increase in pay resulting from completion of a period of service would be shown as

(k) Y [A RS SERVICE FOR PAY (DATE) " A period of leave taken would be shown as "ANN
1,EA V I: 0001 (i)A IK) To 2359 (UAW FOR (I) DAYS." A change in your tax withholding status would appear
as "(FED tiN s'l MO TAX PLAN CHANClED TO (EXEMPTION) FROM (DATE)." Many other statements will
.appear within this area. Most lire easily understood and are an excellent source of information to determine
what changes have occurred in your pen and pay status. In the event that statements appear which you are not
fmniliar with or do not iimierstarb.., should request assistants from your commanding officer or his
designated re vesen t a t i ve.

Adilitiotial information will appear in the "REMARKS" area once a year on what is termed an "annual
LES." 't he animal LES is nothing morn than a monthly LES with additional information provided. This
information includes several elements which pertain to your leave account, reenlistment bonus data, aviation
duty data, and career sea service data. The information provided on the annual LES is an invaluable record
laid limy he used to ensure that your I. -eve, reenlistment bonus, and, if applicab et aviation duty or career sea
service data sre current and correct. Any discrepancies noted should immediately be brought to the attention
of your C.( WI maw Ow officer or his direct representative.

iyaduetion of the annual LES is based on the last digit of inteh Marine's SSN. So that you will know when
t.)1,xplpt yo it LES, the following production schedule is provided:

Writ i to in of SSN
Annual LES Covers

12-Month Period Through
Approximate Time

Annual LEST Is Produced

1 January 5 February
2 February 5 March
1 March 5 April
I April 6 May
.1 May 5 June
II June 5 July

July 5 August
i August 5 September
'I September 5 October
ii October 5 November

8 5
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EXERCISE: 4wer (hi, following questions, and cheek your responses against those listed at the end of
this study unit.

1. Describe in brief, each of the six areas contained in section F of the LES.

H. DROUWIT FORWARD -

b. antrum MIS -

c. DEDUCTIONS

d. PAYMENTS -

e. CARRIED FORWARD

f. REMARKS -

2. State the difference between elements of pay that occur on a continuing basis and a one-time basis.

3. List three examples each of continuing entitlements and deductions, and three examples each of one-
time entitlements and deductions.

a. Continuing Entitlements. b. Continuing Deductions.

c. One-time Entitlements. d. One-time Deductions.

Work Unit 4-4. PAY COMPUTATION

STATE THE THREE-STEP PROCESS USED IN NORM PAY COMPUTATION.

IDENTIFY THE DIFFERENCE BETWEEN NORM AND VARIABLE PAY.

STATE WHY DELAYS MAY OCCUR PROM THE EFFECTIVE DATE OF A PAY ADJUST-
MENT TO THE DATE THE l'AY ACCOUNT IS ACTUALLY CHANGED.

COMPUTE NORM PAY BASED ON INFORMATION CONTAINED IN SECTION F OF THE
LM.

By now, you should have become very familiar with the ',ES. You have gained knowledge concerning your
entitlements and deductions which appear in section P of the LES. By putting this knowledge to practical use,
you will be able to compute norm pay.

Norm pay may be computed in a simple, three-step process:

First, add and total your continuing entitlements.

Secono, subtract your Continuing deductions from the total continuing entitlements. This will result
in the amount of pay you are cW for the month.

.11:Ird, since Marines are paid twine a month and 'se LES contains monthly infomation, divide the
amount of pay due by two. Th ss My result in the norm amount of pay you aee due.

4-10
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For example, assume! that your continuing entitlements total $515.20 per month and your continuing
deductions total $315.20 per month. This would result In pay due or $200 per month ($515.20 - $315 20 = $200)
or a norm oue of $100 per payday ($200 2 r. $100) Keep in mind that this example is extremely basic and
that other considerations must be made when computing norm pay.

First, you must know that for the sake of convenience, only run dollar amounts are made as payments,
even though (tents may be remaining as due. This explains why in most instances, an amount due carried
forward exists on your LEE. At times, due to the complexities involved in pay computations made by the
computer, this ainount will even exceed one dollar. This can affect the amount or pay you will receive on the
midmonth payday. Assume, for example, that you have a norm pay or $263 per payday and that an amount
carried forward or $1.13 exists on yi ur current 1,ES. in this instance, you would probably receive $264 on the
next midmonth payday and $263 on the next end-of-month payday. This may seem insignifieant, but it serves
to explain why your norm pay may vary from payday to payday, even though no major transactions have
occurred within your account.

The next point for consideration concerns pay computations which involve one-time entitlements or
deductions. As previously stated, one-time entitlements will not be utiliv.ed when computing norm pay.
Mather, these entries will result in what is termed a variable amount of pay due. Computing pay when there is
a variable amount of pay due can be an extremely inviiiira-Frocess and will not be covered in detail within this
course. However, two simple examples or variable amounts or pay resulting from a one-time entitlement and
a one-time deduction are provided as follows:

Assume that blocks 29 and 30 or your May LES reflect a forecast amount due or $173 ror the June
midmonth payday and $172 ror the Julie end-of-month payday. You take 10 days leave during the period
4 through 13 June, and receive $173 on the mldmnonth June payday. Since you are entitled to leave rations at a
daily rate or $3.94, you are die an additional $39.40 ror 10 days or leave rations. Although block 30 or your
May LES reflected a forecast amount due (your norm) of $172, you receive $211 on the end-of-month payday.
This variable payment occurred directly as a result or the computer crediting your account with the $39.40
leave rations - a one -time credit which changed your norm amount or pay to a variable amount or pay.

As an example of a one-time deduction affecting your norm pay, again assume that blocks 29 and 30 or
your May LES tefleet forecast amounts adire or $173 and $172 ror paydays in June. You receive your norm pay
or $173 on the midmonth June payday. On the 16th or June, your disbursing officer receives and processes a
voucher charging your account $43.28 ror transports' ion costs incurred while on emergency leave during May.
On the end-of-month June payday, you receive a payment or $129. Although block 30 or your May LES had
forecast your norm payment or $172, you were paid a variable amount as a result or the one-time deductica
ror transportatVereosts.

There are two other facts you must know concerning pay computation. First, that you should not expect
most situations to be as simple or as rapidly processed as the examples just provided. While not attempting to
explain the entire process or the Marine Corr computerized pay and personnel system, you must understand
that although transactions which affect your pay are re_ior on a timely basis, they are only ed twice
a month, usually on the 5th and 20th. Asa result, cer-tfillays are bound to occur from the erteeo sirvate or
a pay adjustment to the point in time when the adjustment actually changes your pay. However, by monitoring
and monthly review or your LES, you will be able to determine whether or not an expected increase or
decrease to your monthly pay has occurred.

'Re final point for consideration involves a clarification or the effect or one-time deductions as opposed
to one-time entitlements. One-time entitlements, when properly input and processed by the computer, will
only affect one payday. One-time deductions, on the other hand, can affect more than one payday. Obviously,
if you have a norm pay or $100 per payday and an adjustment to your account requires a one-time deduction or
$125, you would not be able to reduce your norm pay by an amount in excess or your norm pay. In a ease such
as this, depending upon the reason ror the one-time deduction, a War ation or indebtedness could be
established, allowing you to repay the deduction over a period or time as opposed to one or two 1:7rdays.
However, the regulations governing liquidation or Indebtedness, are strict, so this may not always be allowed
when one-time deductions exceed your norm pay.

It has not been the intent of this work unit to teach you all there is to kno., about pay computation. To do
so would involve an entire course, as opposed to one work wilt. It is hoped, however, that you have learned the
fundamentals or pay computation end can utilize the knowledge you have gained to compute and understand
your own pay account.

4-11
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EXERCISE: Answer the following questions, and check your responses against those listed at the end of
this study unit.

1. There are three steps in the process of computing norm pay. What are they?

a.

b.

=1=. ....

.1.,41.11141.. 4.11....M.N.

'3.

2. The difference between norm and variable pay is that norm pay is

a. received on the midmonth payday and variable pay is received on the end-of-month payday.
b. computed using continuing entitlements and deductions and variable pay is not.
c. computed using one-time entitlements and deductions and variable pay is not.
d. the amount shown in blocks 29 and 30 of the LES and variable pay is not.

3. Often, delays are encountered from the time the effective date of a pay adjustment occurs and the
Rine the adjustment actually changes the pay account. State why this occurs.

4. Using the followIng section P of an April LIM, compute the amount of pay which will be due for.the
upcoming midmonth and end-of-month paydays. Record your answers as they would appear in blocks
29 and 30 of this LBS.

BROUGHT FORWARD .32

ENTITLEMENTS
BASIC PAY 519.00
PARTIAL BAQ 7.80
CM A (BASIC) 6.30

TOTAL 533.10

DEDUCTIONS
CHARITY ALLOT 5.00
PITW (PED TAX) 52.58
PICA (SOCSEC TAX) 31.85
8ITW (STATE TAX) 7.93
Sala $110,000 MAX 3.00
VET EDUC ASST PGM 75.00

TOTAL 175.30

PAYMENTS
REGULAR PAYMENT 179.00
REGULAR PAYMENT 179.00

TOTAL 358.00

CARRIED FORWARD .66

MOM
411011104 I 1

I .7.-1 -rat-71

151 COMBINED FED CAMPAIGN

TOTAL VEAP W/HELD TO DATE 525.00

DATE DSSN VOU/PRNO
800530 0107 30000010
800515 0107 30000015

4

5. Your norm pay is 8188. If a eheekage for $76 is processed in your account on the 18th of the month, what
pay would you receive on each of the next two paydays?

a. End-of-month payday $ .......
b. Middle of next month paydv 9 .

4-12
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SUMMARY REVIEW

in this study unit, you learned where to locate information on the LES and to utilize blocks 29 and 30 of
the LES to determine in advance of your next payday If a pay transaction had posted to your account or to
determine the amount you would be paid during the current month. You learned to seek assistance at your
administrative office if problems or questions arise concerning your LES, and that you are primarily
responsible for the accuracy of date contained on your LES.

You can now describe each area in block 27 of the LES and can utilize data contained therein to compute
current and future leave belanees.

You can also describe the six areas in section F of the LES ("BROUGHT FORWARD," "ENTITLEMENTS,"
"DEDUCTIONS," "PAYMENTS," "CARRIED FORWARD," and "REMARKS"). You learned the difference
between continuing and one-time entitlements and deductions and now know examples of each.

Finally, you learned the difference between norm and variable pay, why delays occur from the effective
date of a pay transaction and the date your pay actually changes, and to compute norm pay using a three-step
norm pay computation process.

Answers to Study Unit #4 Exercises

Work Unit 4-1.

I. a. Block #15.
b. Block #7.
e. Blocks #29 and 30.

2. a. To determine in advance of your next payday whether or not certain events affecting your pay
account have been properly accepted by the computer.

b. To determine the amount you are scheduled to be paid during the current month.
L b.

Work Unit 4-2.

1. a. The number of days or half days of leave accrued as of the end of the prior reporting period
(previous LES).

b. The number of days leave earned during the period covered.
e. The number of days leave charged since the previous LES was prepared.
d. The number of days leave due as of the end of the period covered.
e. The number of days leave charged without pay for leave taken In excess of that which can be

earned through the ECC date.
f. The total numt er of days leave which can be earned through the ECC date.
g. The number of days in excess of 60 dropped by law due to the change in the fiscal year.

2. a. 6.0 days due.
b. 11.5 days due.
e. The Marine will have taken 3 days leave in excess of that which could be earned through the BCC

date.

Work Unit 4-3.

1. a. The amount of money carried forward from the previous LES. The amount may be none, an
amount unpaid, or an amount overpaid.

b. An itemized listing, with amounts, of all one-time or continuing entitlements to pay and
allowances.

c. An itemized listing, with amounts, of all one-time or continuing deductions made irom your
account.

d. A listing with amounts and payroll data of all regular and special payments made to you.
e. The amount unpaid or overpaid at the end of the LES period. Will be carried forward to the

"BROUGHT FORWARD" area of the next LES produced.
f. information printed as a result of data entered to the pay account by various means of input or

date resulting from normal internal computer transactions.
2. Continuing elements of pay will be used when computing norm pay and one-time elements of pay will

not.

4-13
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3. a. Continuing EnUtlements.
Basic pay
Sea duty pay
Foreign duty iv
Aviation duty pay

b. Continuing_ Deductions.
Federal income tax (PITW)
State income tax (SITW)
Social security tax (FICA)
Government garters cheakage
Non-judicial punishment
Court-martial forfeiture
Repayment of advance pay

co. One-time Entitlements.
payment of advance pay
Temporary lodging allowance
Leave rations or separate rations

d. One-time Deductions.
transportation oheekages
Government property °blockages
Clothing oheekages or issues

Work Unit 4-4.

Quarters allowance
Clothing maintenance allowance
Variable houslis4 allowance
Pay for special duty assignments

(drill instructors, recruiters)

ConUbutions to the Veterans Edu-
cational Assistance Program
(VEAP)

Servicemen's Group Life Insurance
(SOU)

Liquidation of indebtedness

Enlistment bonus
Reenlistment bonus

Excess cost for shipment of
household effects

1. a. Add your continuing entitlements.
b. Subtract your continuing deductions.
0. Divide the sum by two.

2. b.
3. This occurs because although transactions which affect your pay are reported on a timely basis, they

are only processed twice a month, usually on the 5th and the 20th.
4.

MOWS

a WO

. liiM i I I, .! d I I

S. a. 8112
b. ilk

4-14
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PERSONAL. FINANCE

REVIEW LESSON

Instructions: This review lesson is designed to aid you in preparing for your final exam. You should try to
complete this lesson without the aid of reference materials, but if you do not know an answer, look it up and
remember what it is. The enclosed answer sheet must be filled out according to the instructions on its reverse
side and mailed to MCI using the envelope provided. The questions you miss will be listed with references on a
feedback sheet (MCI-K69) which will be mailed to your commanding officer with your final exam. You should
study the reference material for the questions you missed before taking the final exam.

A. Multiple Choice: Select the ONE answer that BEST completes the statement or answers the question.
Blacken the appropriate box after the corresponding number on the answer sheet.

Value: 1 point each

1. In brief, a budget is a plan to spend. However, a properly prepared and maintained budget can be
referred to as a plan for

a. increasing savings. c. increasing Income.
b. reducing expenses. d. sound financial management.

2. Two of the three basic elements of a budget are net income and fixed expenses. The third element is

a. gross income. c. variable expenses.
b. take-home pay. d. net expenses.

3. Expenses such as food, clothing, kms and oil for your automobile, and entertainment are examples of

a. gross income. c. variable expenses.
b. take -home pay. d. net expenses.

4. In budget preparation, you should utilize your net income as opposed to gross income since your

a. net income is the amount you actually have available to meet payment of your obligation.
b. gross income includes deductions for allotments.
c. gross income includes anticipated income.
d. net income will vary from month to month.

5. Numerous miscellaneous expenses should not be recorded under a "catch-all" category because

a. those i orded for a 2month period probably do not represent all of your expenses.
b. a true picture of how money was spent on these expenses will not be presented.
c. a certain amount of money will always be unaccounted for.
d. they are not known or foreseeable expenses.

6. Keeping complete and accurate records which take into consideration all known and foreseeable
expenses is

a. monthly-basis budgeting. c. incomefexpense budgeting.
b. quarterly-basis budgeting. d. the key to proper budgeting.

7. The reason to show Marine Corps allotments as a footnote to your budget format is to

a. declare them as an expense. c. indicate a reduced net income.
b. remind you of their purpose. d. indicate a reduced gross income.

8. You are computing a budget based on net monthly income of $550 and have determined that 20
percent of your net income should be elloted for food and groceries each month. How much money
should be budgeted for this expense?

a. $175 c. $105
b. $100 d. $110

9 1
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9. You are now computing a budget based on a net monthly income of $600 and know that your monthly
rent payment is $150. What percent of your income should you record for this expense?

a. 20 percent c. 30 percent
h. 25 percent d. 40 percent

10. After computing your entire budget, you have determined that your monthly income greatly exceeds
your monthly expenses. To remedy the situation, you should

a. attempt to reduce your fixed expenses.
h. attempt to reduce your variable expenses.
e. immediately obtain a loan.
d. increase the percentage of income allotted for savings.

11. The option of receiving an advance payment when making a permanent change of station move is
available

a. only to Marines transferring to an oversees station.
b. only to Marines transferring from an overseas station.
c. to most Marines.
d. only to Marines who are moving dependents with them.

12. One step which should be taken in preparation for a permanent change of station move is to reduce
your spending for variable expenses. The other is to

a. ensure that your spouse can find a part-time Job at the new duty station.
b. request en advance pay.
c. reduce your spending for fixed expenses.
d. prepare a new budget which will take Into consideration new expenses you will incur.

' 13. Under VEAP, the Veterans Administration will match a service member's contribution toward en
education fund on a

a. 1-for-1 basis.
b. 2-for-1 basis.
c. 3-for-1 basis.

14. Marines who enlisted prior to 31 December 1976 are covered under the

a. S(11,1 Bill. c. VIA P.
h. G. 1. bill. d. V. A. Bill.

15. Maximum life insurance coverage for married Marines

n. is provided through Servicemen's Group Life Insurance (SOLD.
b. would include coverage for the Marine and the Marine's spouse and children.
e. would require increased coverage for 'he Marine only.
d. is provided at about the same rate by all insurance companies

16, A bill paying account allows you to have payments made from the account yet receive interest as if it
were a savings account. A similar service is offered in what is termed

a. Direct Deposit. c. a combination account.
b. a mutual trust account. d. a savings and loan account.

17. A special service offered by some financial organizations which does not require a service charge Is
the use of a special unaceompained tour/TDY checking account. One other service for which a fee 18
not charged is the use of

a. combination accounts.
b. bill paying accounts.
n. credit union share draft accounts.
d. credit cards to back up checking accounts.

1$. As it is unwise to carry or leave large amounts of cash around, you should

a. strictly use credit cards. e. entrust it to a friend who lives off-base.
h. purchase n combination safe. d. open a checking account.

R-2
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IL Matching: Column 1 (items 10-33) lists terms associated with checking want& Match the definition
provided in column 2 with the correct term listed In column 1. For each item, select ONE letter (a, b, a,
d, or e) Indicating your choice. Blacken the appropriate box after the corresponding number on the =wee
sheet.

Value: 1 point each

Column 1

Term

Column 2

Defhdtion

10. Checkbook a. A listing of preview and ending amount
balenees,

°hev
deposits made, ehcheeks written, and

earwigs es (if arg).

30. Check register b. An Itemised fisting of the eash and cheeks you
put into your amount.

31. Deposit slip e. Amounts of soh and/or shooks *doh you Put
Into your amount.

23. Deposit d. A package of blank °heel. which you win use
to instruct the bank to pay money from your
account.

e. A separate record in your checkbook on which
you reoord data for Mersin written and depos-
its mwie.

23. bank statement

C. Multiple choice: select the ONE answer that BEST oompletes the statement or answers the question.
Blacken the appropriate box after the corresponding number on the maw sheet.

34. Of the three following deposit slips, which one has been completed correctly?

a.
C NECK ING ACCOUNT DEPOSIT TICKET

DATE

10104 DOE
WM MAIN $1111T
PINISTONE, MO. 41234

d'ilet 1911.

ucsoNisi 1U.I MlN OcIPNEIPI

1.14.101w.00.1
tOTAI,

ifiitAllt111001

NEE DIPOIST

First State bask
5455Oraad Street
Plasitios, MO WIN

21.6 7/1 ?Se 2 20.

UN 0511101101
OS/INC
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b.

03.

till(KIK AT 4 OUNIMPOSII 114 ki I

JOHN DOE
6789 MAIN STRUT
PINISTONE, MO. 61234

OAI Oet. 19

M1,10111111 5511I I 410 SIC I MIMI RI 441.116114

4 Ag4 01=mu=1:1111 mr2r4 mreTr.

rilir!Cr"". flirTiTil ri71"1MINIM
80.98110rm.... MI

T O T A I M VW WHIN UM I
411$01110141111

110. %16111 SIP

Nu most, IFgo rip!

First State Bank
5451 &aid Street
Ploosteas, MO 1134

246 ?t 5 ?E, 2 200

CHtCKING ACCOUNT DEPOSIT TICKI I

JOHN DOE
6789 MAIN STRUT
PINISTONS, MO.61234

OATt PL....

SK.PtHillt 101il 401 Int eft11100 li1(14.0(01

Tem m=3
1111111.3=M1111r,

..-/.. r.. a ]
ft 1

'?-

7 ,7"7"'73.-51:11reA
MEM=

... .....
TOTAt wouarttij MI 0111111Vni 1

IMIIMMAI MI
11%51.41011MM

NIT DEPOSIT rrilVii

First State Beak
SUM °mad Street
Pisestorte, MO SIM

Kg 70 5 ?El 2 20"

tIR

OM.

25. of the three following pages from a cheek register, which one has been properly maintained?

a.

SWIM DATE matinee °, tRANUCTION
...0.

i

soo .1. I

i
... .4

I 1

MANG&

21 lel

wis Os'-- Sao- Oa. seat do.

14
64)

collo Ws ''"4 0 rehion.dathing stag
ov, ..... juiplut Itaw

...
.,_.,,,,,.

_

94
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b.

C.

wow tmtg OISCNOPtioN OF IMANsAcT Km
..,,,,.. ,....

I-1
I*-. .m.

t
tA «Ammo,.

I

1 /MANGE

, ill 6/
40141 ... g..i 441g

,

IL bi
Alb.

61
iirrn7,

6W WA -Ch. ors
man

is to f
,

WEI -

646 wa, - rags. 46%4 Lt. sir
44,1 ... . ,,,,..7,7 /64 'Mi.-a

1E77V)C.
AO.

1 '1

.....:'
4111MII

tasontft not atsownorio, MANSACTION
....,.. of 0.4

i-o
so .1!...

' t
M.*. c14040

t 1

'MANCE

121 6/
414/ - a-z. 3Aopps 1Z 61 1 1- i

Irigit ''''
tq5 4basamis. is co 41

1

L ...
(04 COCAS/Ai 22 311

I* ... Diersd 41,,, 16 4 CO
1

....

I

':...i.
JOI

28. Of the three following checks, which one has been completedcorrectly?

a.
Om Dot
47.4 MAIN STINE T

PINISTONE, MO 64038 II Da. 19_,S1_,
No. _AO

mesasram
PO 10 1111MOIR 01 ..fidhinitiuthae. $2tv
%Iambi nAzt. 4°_,hoo

First StaG Usk
OM od Same.
Pooneetemr. 0400111S4

sso $41LNIALYAIMB

1:40401 21.6110 S n2200
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b.

e.

10104 001
670 MAIN STREET
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27. After making a deposit to your checking account, what will serve as proof that you made the deposit
if it is not recorded on your bank statement and the deposit slip Is not returned with the statement?

a. The deposit entry you made in your cheek register
b. The current balance shown in your cheek riveter
e. The receipt the bank gave you when you made the deposit
d. The cancelled checks that you wrote attar making the deposit

28. Your signature alone on the revert* of a cheek payable to you is an example of a

a. restrictive endorsement. e. special endorsement.
b. personal endorsement. d. blank endorsement.

29. A restrictive endorsement would consist of

a. your signature above the words "Pay to the order of (name of second party)."
b. your signature below the words "Pay to the order of (name of second party)."
e. the words "For Deposit Only."
d. your signature alone.
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30. An example of a special endorsement would be tiie words

a. "For Deposit Only" above the name of the second party.
b. "For Deposit Only" and the name of the second party above your signature.
e. "Pay to the Order of ( name of the second Party)" above your signature.
d. "Pay to the Order of (name of the second party).'

31. When recording data in your check register, the amount of the cheek you are going to write will be
reeorded under the column entitled

a. "DESCRIPTION OF TRANSACTION."
b. "PAYMENT/DEW."
c. "FEE (If any) (-)."
d. "DEPOSIT/CREDIT Oh"

32. The final step in recording a transaction in your check register hi to

a. record the bank service charge.
b. indicate by use of a check mark (#t) whether or not the cheek was written for an expense which

will reduce your taxable income.
c. compute and record the new chancing account balance.
d. record the purpose for which the check was written.

33. If you make an error when writing a check, you should

a. attempt to write through the error with the correct information.
b. destroy the check and write another.
c. leave the error as is since the payee can change it to the correct information.
d. mark the check and the transaction in your register "VOID" In Ink and write another.

D. Matching: Column 1 (items 34-38) lists five steps in the checking account reconciliation process. Match
the step number in which the process is accomplished from column 2 with the step number in column 1.
For each item, select ONE letter (a, b, c, d, or e) indicating your choice. Blacken the appropriate box
after the corresponding number on the answer sheet.

Value: 1 point each

Column 1 Column 2

:122 Step Number

34. List and total all checks you have written which were not a. Step 1.
included with the statement.

35. Arrange the cancelled cheeks received with your statement into b. Step 2.
numeric order.

36. (Jo through your cheek register and make a mark cat to the e. Step 3.
record of each cheek which was received with the statement.

37. Deduct the total amount of your outstanding checks to obtain d. Step 4.
the figure which should agree with the balance in your cheek
register.

38, Enter the ending balance on your bank statement, add any e. Step 5.
deposits made not shown on the statement, and total the two
figures.
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E. Multiple Choice; Select the ONE answer that BEET completes the statement or answers the question.
Blacken the appropriate box miter the corresponding number on the answer sheet.

39. A credit union is a type of financial organisation which

a. is primarily located in the Eastern United States.
b. limits its membership to members of a common bond; i.e., occupation, association, etc.
a. is required by law to carry Federal Deposit Insurance.
d. only offers savings accounts and loans.

40. After reconciling your checking account, you should keep your bank statements and deposit slips for a
period of time. Also, you should retain your cancelled checks for income tax purposes for a period of

a. 2 years.
b. ? years.

c. at least I year.
d. at least 3 years.

41. Assume that you have deposited $1,000 in a specified term savings account of 1 year, but needed to
withdraw the deposit 1 month later. In this instance, you would receive

a. no interest at all on the deposit.
b. 1 month's interest at the rate paid on the 1-year account.
a. 1 month's interest at a rate lower than the rate paid on the 1-year account.
d. 1 month's interest at the rate paid on the 1-year secomt, less a penalty.

42. Probably the best way to maintain a successful savings plan is to

a. deposit money into your savings account on payday instead of later in the week.
b. have savings automatically withheld from your paycheck by means of an "3" allotment or by

purchase of U.S. Savings Bonds with a "B" allotment.
c. always deposit the same amount in your savings account each payday.
d. only deposit money to your account once a month or every other payday.

43. Direct Deposit is only available to Marines

a. stationed in the United States.
b. during a permanent change of station move.
c. after they have reached their first permanent duty station.
d. who complete SF 1199A; Direct Deposit Sign-Up Form.

44. A type of financial organization which may offer a higher rate of interest on deposited funds but does
not guarantee payment of a dividend Is a

a. mutual savings bank. a. commercial bank.
b. savings and loan association. d. credit union.

4$. A financial organisation that does not carry insurance often pays a higher interest rate on savings
accounts. However, if the financial organisation should default, the saver may lose

a. only the interest which would have been paid on the savings.
b. only those dividends not gu,.anteed in writing.
c. all or part of the savings in the account.
d. only the dividends not yet paid during the month the organisation defaulted.

46. The feature of the Direct Deposit program that Is most important to Marines Is that

a. there Is no waiting for mall delivery to get their paychecks.
b. there Is no standing in line to cash or deposit their paychecks.
a. they are assured of safe deposit of their pay; there Is no chance of their checks being lost or

stolen.
d. their pay will be deposited on payday even if they are away on temporary duty or on leave.
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47. tinder the Direct Deposit program, you will know when your first deposit goes to your financial
organization for the payday of the 15th because

a. an advice-of-deposit notification will be sent to you
b. the information will be shown on your LIM
c. you will be notified by your disbursing officer.
d. your bank will notify you when the deposit is received.

48. Under Direct Deposit, an advice-of-deposit notification will be mailed to 3 ou If

a. your first payday is for the 15th of the month.
b. your first payday is for the 38th of the month.
c. you transfer from one command to the other.
d. you choose to disenroll from the program.

49. The most important guideline concerning the use of credit is

a. the expected life of the product you are purchasing on credit.
b. the amount or rate of interest you must pay for Its use.
0. whether co not you will be able to pay in exoess of your minimum monthly payment&
d. if you have enough money saved to make a large down payment.

50. Based on annual interest charges of 22 percent, the approximate monthly interest rate is

a. 1 1/2 percent. c. 1 1/3 percent.
b. 1 4/5 percent. d. 1 3/4 percent.

51. Use of a credit care or time-payment plan which charges 1 1/2 percent monthly interest will result in
an annual interest charge of

a. 12 percent.
b. 15 percent.

c. 18 percent.
d. 22 percent.

52. Borrowing money for the purpose of paying off bills (consolidation loan) is

a. the best way tc resolve financial problems.
b. the only alternative, except for declaring bankruptcy.
c. not allowed under the Consumer Protection Act.
d. considered to be disadvantageous.

53. If your financial situation reaches a crucial stage, you should

a. get a part-time job. c. obtain a consolidation loan.
b. see your legal assistance officer. d. advise all of your creditors.

54. Under the Consumer Protection Act, you are entitled to

a. free legal counsel in bankruptcy proceedings.
b. extend the period of time you meke payments to your creditors.
e. a lower rate of interest when repaying a loan.
d. full disclosure of all facts concerning a loan you are getting.

55. Two of the three ma & guidelines to be followed when obtaining a loan are to choose the right
financial organizaton and to know all of the !acts about the loan. The third major guideline is to

a. ensure that a prepayment penalty clause does not exist.
b. consider a consolidation loan.
e. make as large a down payment as possible.
d. borrow a little more than you actually need, just in case of emergencies.
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56. in addition to Insurance premiums, the down payment, utility deposits, and the cost of assessments
and taxes, what other major consideration must be given prior to purchasing a home?

a. The locettion of the property
b. The condition of the property
c. The closing costs
d. Whetter or not the loan company provides an escrow account service

Si. An eserot, account is a service provided by a mortgage company for payment of

a. closing costs.
b. the down payment.
c. realty and finder's fees.
d. taxes, insurance premiums, assessments, etc.

58. in addition to expenses for state taxes, personal property taxes, and insurance, two other expense
items which must be considered prior to purchasing a motor ve14.10 are the cost of

a. title transfer fees and notary public fees.
b. annual inspection fees and license fees.
c. repairs and operation and maintenance.

59. Where charged, sales tax and personal property tax on the purchase of an automobile must be paid

a. by the company or individual selling the automobile.
b. by the buyer when title registration is applied for and iletIrlS43 plates are obtained,
c. by financing these taxes along with the cost of the automobile.
d. prior to the end of the year in which the auto was purchased.

SO. Automobile insurance rates are usually higher for males under the age of

a. 35. et. 25.
b. 30. a. 21.

61. Comprehensive auto insurance covers the cost of

a. collisions with a driver who has no insurance.
b. collisions where the other driver is at fault.
c. repairs for damage caused by weather, theft, or vandalism.
d. damages resulting from accidents where neither driver is at fault.

62. An Las received on approximately the 10tH of June would forecast amounts due for the current
month and cover your pay account for the

a. month of June. c. pay period from 16 through 31 May.
b. month of May. d. pay period from 1 through 15 June.

63. Blocks 29 and 30 of ti.e LES reveal

a. your rank and years of service.
b. forecast amounts due.
c. your marital status and number of dependents.
d. the amount of state and federal tax withheld.

64. information concerning a Marine's leave account is located in Section D of the LE Which section
contains information about a Marine's entitlements, deductions, and payments?

a, Section B
b. Section C

a. Section B
d. Beetles F

BEST COPY AVAILABLE
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65. It is primarily the responsibility of each Marine to

a. conduct the annual audit orthe LES.
b. seek assistance from the disbursing officer when an LES is incorrect.
c. ensure that data contained on the LBS is correct.
d. contact the battalion first sergeant if an LBS is incorrect.

U. If you have questlor.s or discover errors on your LES, you should seek assistance from/at your

a. batte4son first sergeant. c. administrative office.
b. disbursir4r officer. d. disbursing clerk.

V. One purpose for utilising blocks 29 and 30 on your LBS is to determine the amount you are scheduled
to be paid during the current month. The other is to

a. know what amount of income to place in your budget.
b. ensure that you are scheduled to be on the payroll during the current month.
a. verify in advance of your next payday whether events which affect your pay account have been

properly accepted by the computer.
d. compare the amounts forecast for the current month with what you were paid last month.

U. In block 27 of a current LES, the area entitled LV BE will reflect the number of days leave

a. which can be earned through your ECC.
b. due or advance of the end of the preoeedbg period (previous LES/6
e. taken in excess of that which can be earned through your ECC.
d. earned during the month covered by the LES.

F. Matehings Column 1 (items 0940 lists four items from block 27 of the LBS. Match the definition
provided in Column 2 with the correct item listed in Column 1. For each item, select ONE letter (a, 0, c,
or d) indicating your choice. Blacken the appropriate box aster the corresponding number on the answer
sheet.

Values 1 point *eh

Column 1

Item

69. MAX LV ACCRUAL

70. EXCESS

71. LOST

72. BALANCE

R-11

Column 2

Definition

a. The number of days leave due at the end of
the period covered.

b. The number of days accrued leave in excess of
60 days dropped Aue to the change in fiscal
yea.

a. The number of days leave which can be earned
through the current BCC date.

d. The number of days leave taken in advance of
that which can be earned through the current
BCC date.
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0. Multiple Choices Select the ONE answer that BEST completes the statement or answers the question.
Blacken the appropriate box after the corresponding number on the answer shoot.

Utilizing the following table for leave accrual competetion, answer questions 73-78.

NUMBER OF
D YS SER

7 through 12
13 through 18
19 through 24
25 through 31

AMOUNT OF
X.EAVE EARNED

1.1 days
1.0 days
1.5 days
2.0 days
2.5 days

73. Assume that you entered active service on 11 June. Your leave accrual for the month of June would
be

a. 1.0 day.
b. 1.5 days.

0. 2.0 days.
d. 2.5 days.

74. AMMO that es of 31 Aura*, your current leave balance is 21.5 days and that your BCC date b 17
June of the following year. You are due to rotate from 3d FM to Camp Pendleton, CA and plan on
taking 30 days leave prior to reporting in. If you take no other leave and have no period' of
nonaccrual, your leave balance on the date of your ECC would be

a. 15.5 days due. c. 3.5 days advance.

b. 16.5 days due. d. 5.0 days advance.

7$. Assume that as of 31 March, your current leave balance Is -16.0 days and that your ECC date Is 13
November of the same year. On the date of your ECC, if you took no more leave and had no periods
of nottaect dal, your leave balance would be

a. 0.5 day due. c. 3.0 days due.
b. 1.$ days due. d. 5.5 days due.

79. Assume that a Marine's leave balance Is 1.5 days due as of 30 April. During the month of May, the
Marine was in an unauthorized absence status from 3 through 6 May, 11 19 May, and 31

Ma29 May. The Marine was also on authorised leave for the ugh, 2 May. The
leave balance as of 31 May would be

a. -1.5 days. e. 2.5 days due.
b. 2.0 days due. d. 0.0 days due.

77. Elements of pay such as subsistence allowance, sea duty pay, quarters allowance, variable housing
allowance, and clothing maintenance allowance are examples of

a. one-time entitlements. e. one-time deductions.
b. continuing entitlements. d. continuing deductions.

78. Elements .of pay such as transportation cheokages, clothing checkages, and government property
oheekages are examples of

a. one-time entitlements. e. one-time deductions.
b. continuing entitlements. d. continuing deductions.

79. The entitlements added together in the first step of computing norm pay are

a. variable entitlements. c. continuing entitlements.
b. one-time entitlements. d. all entitlements.

R-12
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80. Pay computation which Involves continuing entitlements and continuing deductions results in

a. norm amounts of PAY due.
b. a change to forecast amounts due in block 29 of the 14138.
c. a change to forecast amounts due in block 30 of the LE8.
d. variable amounts of pay due.

81. Delays may occur from the effective date of a pay transaction and the date your pay actually
changes because transacticis are

a. seldom reported on a timely basis. c. only processed once a month.
b. only processed twice a month. d. only reported twice a month.

82. A pay element which can affect norm pay computation for more that one payday results from a

a. one-time deduction. c. michnonth variable.
b. one-time entitlement. d. end-of-month variable.

83. For pay computation purposes, assume that your norm pay is $300 per payday and that you started a
$150 savings allotment effective next month. What should you expect to receive as your norm
payment from now on?

a. $225
b. $250

c. $298
d. $200

84. Assuming that you have been receiving a norm payment of $275 per payday and that you request an
advance pay of $600 to be repaid in six monthly installments, what would your norm pay be for the
6-month repayment period?

a. $225 e. $200
b. 8175 d. $250

85. Assume that your current norm pay is $225 per payday and that you receive your norm pay on the
midmonth payday. On the 18th of the month, your disbursing officer processes a transaction charging
your account $175 for transportation charges Incurred while on emergency leave. What payments
should you expect to receive for the next two paydays?

a. $137 and $138 c. 850 and $225
b. $182 and $183 d. $225 and $50

Total Points: 85

A-13
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